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SYNOPSIS 


The  formation,  of  large  school  units  in  the  Province  of  Alberta 
during  the  last  twenty  years  and  the  subsequent  removal  of  close  local 
control  of  school  affairs  have  brought  the  problem  of  school  insurance 
more  sharply  into  focus  in  the  minds  of  school  trustees  and  others  re¬ 
sponsible  for  school  administration.  Not  only  have  the  insurance 
problems  which  confronted  local  school  boards  been  extended,  but  new 
insurance  problems  have  grown  out  of  the  transfer  of  school  buildings 
from  one  site  to  another  and  the  transportation  of  large  numbers  of 
children  to  centralized  schools.  The  author's  purpose  in  investigating 
the  insurance  practices  and  experience  of  the  large  rural  school  systems 
of  Alberta  has  been  to  determine  how  school  authorities  have  met  their 
increased  responsibility  for  school  insurance  and  to  determine  whether 
the  experience  of  school  boards  has  led  them  to  wise  spending  of  the 
insurance  dollar. 

Alberta  school  systems  are  by  law  required  to  carry  fire 
insurance,  passenger  hazard  liability  insurance  on  school-owned  buses, 
and  treasurer's  bonds.  In  actual  practice  they  carry  the  prescribed 
forms  of  insurance  and  a  miscellany  of  insurance  coverage  not  required 
by  law.  The  variety  of  forms  of  insurance  carried,  the  amounts  for 
which  various  risks  are  insured,  and  the  methods  used  to  place  insurance 
indicate  that  no  uniform  policy  with  respect  to  school  insurance  has 
evolved  out  of  the  practice  of  school  systems  over  the  past  twenty  years. 

The  study  revealed  the  complexity  of  school  insurance  problems, 
the  high  cost  of  school  insurance,  and  the  general  lack  of  agreement  as 
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to  what  risks  (other  than  those  prescribed  by  law)  should  be  insured, 
and  what  amounts  of  insurance  should  be  purchased  with  respect  to 
certain  risks.  A  tendency  on  the  part  of  large  school  units  to  place  their 
insurance  through  insurance  brokers  was  also  disclosed.  The  ratio  of 
claims  paid  by  insuring  companies  to  premiums  paid  by  school  boards 
—  in  substantial  agreement  with  the  findings  of  other  investigators  in 
the  field  of  school  insurance  —  was  found  to  be  sufficiently  low  to  warrant 
careful  study  of  insurance  practices  and  experience  by  school  boards. 
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CHAPTER  I 


INSURANCE  AS  A  SCHOOL  PROBLEM 

An  Overview  of  the  Problem 

It  is  common  knowledge  that  through  the  careful  compilation 
of  significant  data,  the  application  of  statistical  methods  by  competent 
actuaries,  and  the  use  of  special  training  programs  for  personnel, 
modern  insurance  companies  have  prepared  themselve  s  for  the  scientific 
underwriting  of  an  exceedingly  wide  range  of  insurable  risks.  It  is  also 
common  knowledge  that  Alberta  School  Boards,  as  public  trustees, 
assume  a  variety  of  risks  which  may  or  may  not  be  insured.  What 
school  risks  are  insured,  what  types  of  insurance  are  carried,  from 
whom  insurance  is  purchased,  and  whether  expert  guidance  is  sought  in 
planning  insurance  programs,  or  whether  any  definite  insurance  plans 
exist  at  all,  are  things  which  are  not  so  generally  known.  It  is  with  these 
things  in  mind  that  answers  to  two  broad  questions  are  sought:  how  do 
school  boards  spend  their  insurance  dollars,  and  is  the  insurance  dollar 
wisely  spent? 

The  School  Act  states  that  the  board  of  a  school  division  shall 
"insure  and  keep  insured  all  school  buildings  and  equipment.  The  Act 

? 

makes  the  insuring  of  school  moneys  handled  by  the  treasurer  mandatory; 

^  An  Act  Respecting  Schools,  Department  of  Education,  Province 
of  Alberta,  1952.  Sec.  222(f),  p.  68. 

^  Ibid. ,  Sec.  194,  p.  62. 
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and  it  gives  school  boards  the  right  to  exercise  discretionary  powers  in 
determining  whether  to  "effect  and  keep  in  force  a  policy  or  policies 
indemnifying  the  board  and  its  employees,  when  acting  on  behalf  of  the 
board,  against  liability  in  respect  of  any  claim  for  damages  or  personal 
injury.  "  The  Public  Service  Vehicles  Act  states  that  no  certificate  of 
operation  of  a  school  bus  shall  be  granted  unless  the  vehicle  is  covered 
by  a  passenger  hazard  liability  insurance  policy,  the  minimum  limits  of 
which  are  set  forth  in  the  Act  and  vary  according  to  the  capacity  of  the 
bus.^  Thus  school  boards  are  legally  bound  to  carry  a  treasurer's  bond, 
the  amount  of  which  is  determined  by  the  Minister  of  Education,  and  to 
carry  fire  insurance;  they  must  carry  passenger  hazard  liability  insur¬ 
ance  on  school-owned  buses,  and  they  have  the  right  to  carry  other  forms 
of  liability  insurance. 

The  Insurance  Problem  in  Some  Canadian 
and  U.  S.  A.  School  Systems 

Fire  Insurance.  In  1935  Holy  reported  on  a  study  of  state 
insurance  plans  for  school  buildings  in  Wisconsin  and  North  Dakota  and  on 
a  self-insurance  plan  in  Cincinnati.  ’  Under  the  Wisconsin  plan,  started 
in  1903,  the  fire-insurance  rates  charged  for  school  buildings  were  49  per 
cent  of  those  charged  by  regular  stock  companies  in  the  state.  The  rates 
charged  under  the  North  Dakota  plan,  which  started  in  1919,  were  approx- 

'J  Ibid.,  Sec.  175(c),  p.  52. 

4  The  Public  Service  Vehicles  Act  and  Regulations,  Province  of 
Alberta,  1949 .  Sec .  6.3.  1 ,  p]  85. 

6  T.  C.  Holy,  and  John  H.  Herrick,  "School -plant  Insurance," 

E  ■  /clopedia  of  Educational  Research  (New  York:  The  Macmillan  Company, 
1950),  XIV,  p.  1117. 
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imately  75  per  cent  of  those  charged  by  fire-insurance  companies 
operating  in  North  Dakota. 

The  self-insurance  plan  put  into  effect  in  Cincinnati  in  1912  was 
estimated  to  have  saved  Cincinnati  $204, 000  in  the  first  twenty-two  years 
of  operation.  Holy  based  this  finding  on  insurance  premiums  paid  in  five 
other  large  cities  in  Ohio.  He  found  that  no  appropriation  to  the  Cincinnati 
self-insurance  fund  had  been  made  by  the  school  board  during  the  eleven- 
year  period  preceding  his  study  in  1935. 

In  1947,  twelve  years  after  Holy's  study,  Shuman  re-investi- 

L 

gated  the  Cincinnati  self-insurance  plan.  He  found  that  after  thirty-five 
years  of  operation  the  Board  of  Education  had  paid  $317,480  into  the 
insurance  fund,  had  taken  $42,  117  out  to  pay  losses  and  safe-deposit 
rental,  and  still  had  $637,  092  left  in  the  fund  due  to  its  earnings. 

Shuman  reported  that  in  1928  the  general  assembly  of  Pennsyl¬ 
vania  authorized  a  study  of  school- plant  insurance  covering  the  five-year 
period  prior  to  1928  and  including  about  one-quarter  of  the  school  districts 
in  the  state  exclusive  of  Philadelphia  and  Pittsburg.  Losses  were  found 
to  be  slightly  more  than  20  per  cent  of  the  premiums.  Shuman  reported 
that  similar  studies  in  Arkansas,  Maryland,  Missouri,  Texas,  and 
Virginia  showed  the  respective  losses  of  these  states  to  be  41.  1,  17.2, 

39,  49.  2  and  77  per  cent  of  the  premiums  paid;  and  that  a  school  fire- 
insurance  study  made  by  The  Education  Council  of  the  Ohio  Education 
revealed  that  in  the  years  1930  -46,  Ohio  boards  of  education  spent  eight 


6  Ibid. 
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million  dollars  for  insurance  and  received  in  adjustment  for  losses  23  per 
cent  of  the  premiums  they  had  paid. 

The  National  Association  of  Public  School  Business  Officials 
carried  out  an  extensive  study  of  school  insurance  which  they  reported  in 

g 

1932.  They  found  that  school  districts  of  345  cities  of  33  states  and  of 

35  Canadian  cities,  for  the  ten-year  period  1921  -  30,  jointly  reported 

that  approximately  29  per  cent  of  the  premiums  paid  for  fire  protection 

had  been  returned  in  settlement  of  fire  losses.  Forty-nine  city  school 

districts  and  five  states  reported  that  they  were  successfully  operating 

their  own  insurance  plans  at  low  cost.  The  high  prevailing  rates  of  stock 

insurance  companies  were  declared  to  be  responsible  for  causing  school 

and  other  public  officials  to  seek  protection  through  self-  insurance  and 

mutual  companies.  The  Association  stressed  the  importance  of  complete 

records  of  insurance  experience,  knowledge  of  property  values,  and 

dependable  property  appraisals  for  insurance  purposes. 

After  a  random  sampling  of  Missouri  schools,  Villes  concluded 

that  about  one -third  of  the  average  published  rate  for  fire  insurance  is 

9 

made  up  of  penalties  levied  because  of  fire  hazards  in  the  buildings. 

His  general  conclusion  is  that  by  careful  planning  and  construction  of 
school  buildings  these  fire  hazards  can  be  eliminated,  thereby  making 
possible  substantial  savings  in  commercial  insurance  premiums. 

Smith  found  that  economies  could  be  effected  by  writing  fire- 
insurance  policies  for  five-year  terms  and  by  making  proper  use  of  co- 


8  Ibid. 
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insurance.  ^  Eichler  recommended  that  school  boards  make  use  of  the 
services  of  insurance  brokers  to  assist  them  in  planning  their  insurance 
programs.  ^  ^ 

The  insurance  studies  which  have  been  conducted  furnish  evi¬ 
dence  of  the  concern  with  which  school  boards  in  long-established  school 
systems  have  regarded  the  cost  of  school  insurance.  These  studies  have 
brought  to  light  the  low  percentage  of  premiums  which  insurance 
companies  have  returned  in  settlement  of  school  fire  losses  and  the  fact 
that  the  relatively  high  cost  of  school  insurance  has  caused  many  school 
boards  to  seek  protection  through  self-insurance  and  through  mutual 
companies.  The  investigators  have  recommended  careful  planning  of 
school  buildings  to  eliminate  fire  hazards,  complete  and  accurate  records 
of  insurance  experience,  and  the  services  of  insurance  experts  to  assist 
school  boards  in  obtaining  reasonably  low  insurance  rates.  More  recently 
established  school  systems,  now  experiencing  much  the  same  concern 
regarding  the  cost  of  school  insurance,  might  well  examine  their  own 
insurance  practice  in  the  light  of  reported  research,  with  a  view  to  cor¬ 
recting  any  weakness  which  might  exist  in  their  own  practice. 

School  bus  insurance.  In  1940  Noble  published  an  extensive 
study  of  pupil  transportation  in  the  United  States.  He  included  in  his 


10  Ibid. 

John  E.  Phay,  and  James  W.  Hunt,  "School -Plant  Operation 
and  Management,  "  Review  of  Educational  Research,  XXI  (February, 
1951),  p.  60. 

1^  M.  C.  S.  Noble,  Pupil  Transportation  in  the  United  States 
(Scranton,  Pennsylvania:  International  Textbook  Co.  ,  1940.) 
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report  the  findings  of  a  number  of  important  transportation  studies  which 
had  been  made  previous  to  his  own.  Noble  affirms  that  the  whole  field  of 
transportation  insurance  needs  to  be  studied  in  order  that  more  desirable 
practices  may  be  identified  and  generally  adopted;  that  most  state  education 
departments  do  not  assemble  necessary  data  concerning  coverage,  prem¬ 
iums,  claims,  and  accidents;  that  most  states  are  not  in  a  position  to 
furnish  reliable  advice  on  transportation  insurance  due  to  lack  of  adequate 
data;  and  that  there  is  no  uniform  policy  regarding  transportation 
insurance.  ^3 

Insurance  companies,  Hutchins  estimated,  returned  in  settle¬ 
ment  of  claims  less  than  five  per  cent  of  the  premiums  which  school  boards 
paid  for  transportation  insurance.  ^  As  one  step  which  might  be  taken  to 
reduce  the  cost  of  insurance,  Hutchins  recommended  that  school  boards 
avoid  excessive  liability  coverage.  Van  Ausdal  reported  a  tendency  among 

school  boards  to  avoid  liability  insurance  policies  which  provide  coverage 

1  5 

of  more  than  five  thousand  to  ten  thousand  dollars  per  person. 

Following  a  study  of  3,880  buses  in  Ohio,  Van  Ausdal  reported 
that  the  school  boards  had  paid  $160,  546  for  transportation  insurance  in 
1938  and  that  insurance  companies  had  returned  $5,489  in  settlement  of 

claims - 3.4  per  cent  of  the  premiums  paid.  Van  Ausdal  recommended 

that  Ohio  school  boards  provide  accident  insurance  protection  in  the  amount 


13  Ibid.  ,  pp. 478-82. 

14  Ibid-  »  P-  482. 

15  Ibid.  ,  p.  484. 
Ibid.  ,  pp-485-6. 
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of  five  hundred  dollars  for  a  pupil  death  with  scaled  amounts  for  injuries 
and  compensation  for  medical  fees;  and  that  they  provide  liability  insurance 
in  the  amount  of  five  thousand  dollars  for  property  damage  and  not  exceed¬ 
ing  twenty-five  thousand  dollars  for  bodily  injury. 

Joyner  studied  school  transportation  insurance  costs  for  eighteen 

districts  in  twelve  different  states  for  the  period  starting  with  the  school 

1 7 

year  1927-28  and  ending  with  the  school  year  1937-38.  ‘  He  found  that  on 

school-owned  buses  the  amount  of  paid  claims  was  13.  1  per  cent  of  the 
total  premiums,  and  that  on  contract  school  buses  the  paid  claims  amounted 
to  40.3  per  cent  of  the  total  premiums. 

Noble  reported  that  in  a  study  of  2,  923  buses  in  163  rural 

districts  made  by  Teachers  College,  Columbia  University,  it  was  found 

1 8 

that  claims  paid  amounted  to  12.22  per  cent  of  the  cost  of  insurance. 

His  own  extensive  studies  in  the  field  of  school  transportation  insurance 

19 

led  him  to  the  following  conclusions: 

1.  Since  all  studies  reported  reveal  such  wide  differences 
between  premiums  paid  and  claims,  either  reductions  in  the 
rates  charged  by  insurance  companies  or  state  programs  of 
insurance  are  warranted. 

2.  Whether  companies  or  states  provide  the  insurance 
should  depend  upon  which  can  do  the  job  with  the  greatest 
degree  of  economy  and  efficiency. 

3.  Private  passenger  bus  lines  have  realized  savings 
through  self-insurance. 

4.  Self-insurance  by  the  state  could  result  in  total  savings 
amounting  to  62-1/2  per  cent  of  the  quoted  costs. 


1  '  Ibid.  ,  p.  492. 

18  Ibid.  ,  p.  489. 

^  ^  Ibid.  ,  pp. 496-503. 
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5.  Self-insurance  programs  may  be  undertaken  by  the 
state  but  are  too  big  an  undertaking  for  local  administrative 
unit  s . 

The  Encyclopedia  of  Educational  Research  in  reviewing  studies 

2  0 

in  the  field  of  school  transportation  insurance  reports: 

1.  That  Kentucky  and  some  other  states  have  obtained 
lower  premium  rates  by  giving  relatively  more  attention  to 
the  school  bus  program. 

2.  That  North  Carolina  has  operated  a  plan  of  self- 
insurance  which  provides  adequate  protection  for  the  school 
transportation  system  at  a  small  fraction  of  normal  costs. 

3.  That  the  most  impressive  fact  revealed  by  the 
comprehensive  survey  made  by  the  National  Education 
Association,  Research  Division,  and  the  Office  of  Education 
is  the  confused  and  nebulous  situation  which  exists  in  the 
field  of  school  transportation  insurance. 

4.  That  additional  study  followed  by  clarifying  legis¬ 
lation  is  needed  in  most  states. 

Many  rural  school  systems  are  only  now  coming  face  to  face 
with  the  problems  attending  school  transportation  insurance  that  con  - 
fronted  long-established  school  systems  in  more  thickly  settled  parts  of 
the  continent  several  decades  ago.  School  boards  of  the  more  recently 
established  school  systems  can  glean  but  little  comfort  from  research 
that  reports  a  "confused  and  nebulous  situation"  in  the  field  of  transporta¬ 
tion  insurance,  a  need  for  clarifying  legislation,  and  low  claim-premium 
ratios.  Some  guidance,  however,  can  be  obtained  from  the  recommenda¬ 
tion  that  school  boards  avoid  excessive  liability  coverage,  and  the 
suggestion  that  substantial  savings  can  be  effected  through  self-insurance 
or  state  insurance  programs. 


?  0 

Clayton  D.  Hutchins,  and  Howard  A.  Dawson,  "Transportation 
of  Pupils,  "  Encyclopedia  of  Educational  Research  (New  York:  The 
MacMillan  Company,  1950),  p.  1492. 
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Z 1 

Liability  and  pupil  accident  insurance.  Reeder  states  that  the 
power  of  school  boards  to  purchase  liability  and  pupil  accident  insurance 
is  not  nearly  so  clear  as  their  power  to  purchase  fire  insurance.  He  points 
out  that  courts  have  held  that  a  school  district  is  not,  in  the  absence  of  a 
statute  imposing  it,  subject  to  liability  for  injuries  to  pupils  of  public 
schools  suffered  in  connection  with  their  attendance  thereat.  However, 
Reeder  notes  a  recent  tendency  on  the  part  of  the  courts  in  some  states  to 
hold  school  boards  liable  for  the  negligent  performance  of  duties.  Justice 
and  logic,  he  concludes,  point  to  the  fact  that  school  boards  can  do  wrong, 
and  should  be  held  responsible  for  their  torts. 

A  review  of  school  insurance  studies  given  in  the  Encyclopedia 
22 

of  Educational  Research  indicates  that  courts  are  divided  as  to  whether 
school  boards  can  be  held  liable  for  damages.  The  writer  of  the  article, 
however,  contends  that  "government  non-liability  in  tort  is  indefensible 
and  should  be  superseded  by  statutory  enactment.  "  He  points  out  that 
courts  do  not  hold  school  officers  acting  on  behalf  of  the  board  personally 
liable  since  it  is  presumed  that  they  intend  to  bind  the  district  and  not 
themselves.  Hence,  it  is  the  school  board,  not  its  officers,  that  is  liable 
in  case  of  accident;  and  the  degree  in  which  the  school  board  is  held 
liable  may  vary  from  one  area  to  another  according  to  the  attitude  of  the 
courts. 


W.  G.  Reeder,  The  Fundamentals  of  Public  School  Administra- 
tion  (New  York:  The  Macmillan  Company  1950) ,  p.  452-3. 

22 

Newton  Edwards,  "Court  Decisions ,  "  Encyclopedia  of 
Educational  Research  (New  York:  The  Macmillan  Company,  1950”),  pp.  1095-6. 
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In  an  address  to  the  Alberta  School  Trustees  Association  in 

1945,  C.  W.  Clement,  K.  C.  ,  reviewed  fourteen  court  cases  arising  out 

23 

of  accidents  to  school  children.  In  each  case  the  plaintiff  charged 
negligence  on  the  part  of  the  board.  In  three  cases  the  board  was  held  to 
be  negligent,  and  in  eleven  cases  the  board  was  not  held  to  be  negligent. 

From  the  court  cases  reviewed,  Clement  concludes  the  following  to  be  the 
board's  responsibility: 

A  School  Board  is  under  a  duty  at  law  to  provide  reasonably 
safe  premises  and  appliances  for  the  purpose  for  which  they 
are  intended.  It  also  has  the  duty  of  care  upon  it  to  supervise 
the  children,  for  all  practical  purposes,  only  upon  the  school 
premises.  Briefly,  the  duty  of  care  in  respect  of  supervision 
can  be  said  to  be  that  of  a  careful  parent,  or  such  degree  of 
care  that  might  be  expected  from  a  reasonably  careful  parent. 

When  pupils  sustain  injuries  through  accidents  occurring  on 
school  premises  school  boards  may  be  liable  for  damages,  providing  the 
courts  do  not  apply  the  principle  of  government  non-liability  in  tort. 

Whether  the  school  board  is  liable  will  depend  also  on  the  plaintiff's  ability, 
or  lack  of  ability,  to  prove  that  the  school  board  was  negligent.  Negli¬ 
gence  on  the  part  of  the  school  board  may  be  interpreted  as  failing  to 
provide  reasonably  safe  premises  and  appliances,  or  failing  to  exercise 
the  degree  of  care  that  might  be  expected  from  a  reasonably  careful  parent. 

Employer's  liability  coverage.  Mr.  S.  Bruce  Smith,  K.  C.  , 
made  the  following  statement  concerning  Employer's  Liability  Coverage  to 
Alberta  School  Trustees  in  1949:^ 

^  C.  W.  Clement,  K.  C.  ,  "Common  Legal  Problems  of  School 
Districts,  "  Report  of  the  Proceedings  of  the  First  Refresher  Course  in 
School  Administration  held  at  the  University  of  Alberta  (Edmonton:  Depart- 
ment  of  Extension,  194  5,  mimeographed),  pp.  92-6. 

^  S.  Bruce  Smith,  K.  C.  ,  "Legal  Aspects  of  School  Administration," 

Report  of  the  Proceedings  of  the  Fifth  Annual  Refresher  Course  i,n  School 
Adniinistration  held  at  the  University  of  Alberta  (Edmonton:  Department  of 
Extension,  1949,  mimeographed),  p!  47 . 


It  will  be  observed  that  employees  are  not  insured 
by  policies  of  playground  and  premises  liability  insurance 
and  the  question  arises  as  to  the  nature  of  the  liability  of 
a  Board  for  injuries  sustained  by  its  servants  including 
teachers,  janitors  and  so  on. 

The  duty  which  a  master  owes  to  his  servant  is  to  take 
all  reasonable  precautions  to  protect  the  servant  against 
injury  in  the  course  of  his  employment  from  dangers  of 
which  the  master  knew  or  which  he  could,  by  reasonable 
care,  have  ascertained.  If  the  injuries  suffered  by  the 
servant  are  the  result  partly  of  his  own  negligence  and 
partly  of  the  negligence  of  the  master,  the  damages  re¬ 
coverable  by  the  servant  are  reduced  by  the  portion  corre¬ 
sponding  to  the  degree  in  which  the  servant  is  responsible 
for  the  injury.  However,  for  practical  purposes  it  is 
difficult  to  foresee  many  occasions  when  such  a  claim 
against  a  Board  could  arise.  Generally  speaking  the  duties 
which  servants  of  the  Board  must  perform  cannot  be  con¬ 
sidered  as  hazardous.  In  practically  all  cases  it  will  be 
the  servant  who  knew  or  ought  to  have  known  of  the  existing 
danger  first  and  consequently  will  have  had  the  opportunity 
of  avoiding  the  accident  and  reporting  the  defect  to  the 
Board.  Nevertheless  special  coverage  can  be  purchased 
known  as  Employer's  Liability  Insurance  to  cover  employees. 
As  well  it  is  possible  for  the  Board  to  make  arrangements 
under  The  Workmen's  Compensation  Act  to  cover  its 
employees,  because  they  are  not  generally  covered  by  that 
Act. 


Roach  concluded  from  a  study  of  court  cases  that  courts  do  not 
allow  compensation  for  accidents  to  employees  when  actions  leading  to 
accidents  do  not  occur  in  the  performance  of  duties  for  which  the  persons 
were  hired.  ^ 


2  5 

S.  F.  Roach,  "Line  of  Duty  Accidents  to  Board  Employees,  " 

The  American  School  Board  Journal,  CXXVII  (September,  1953),  pp.  32-3. 
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CHAPTER  II 


METHOD  OF  SECURING  DATA 

To  determine  whether  school  authorities  had  fulfilled  their  legal 
obligations  with  respect  to  insurance,  to  gauge  the  extent  to  which  they 
had  exercised  their  discretionary  privileges,  and  to  judge  how  effectively 
their  insurance  dollar  was  being  spent,  a  questionnaire  was  developed 
(see  Appendix),  The  questionnaire  was  mailed  to  the  secretaries  of  all 
large  rural  school  systems  in  Alberta.  School  insurance  practice  as 
determined  through  examination  of  questionnaire  returns  was  compared 
with  what  educational  literature  revealed  to  be  best  practice,  with  a  view 
to  evaluating  present  insurance  practice  in  Alberta. 

Limit  of  study.  The  study  was  limited  to  the  school  systems  of 
the  fifty-two  Divisions  and  seven  Counties  in  Alberta.  It  was  further 
limited  to  the  year  1954  with  estimates  required  for  insurance  expendi¬ 
tures  and  indemnities  only  for  the  ten-year  period  1945-54.  The  study  was 
limited  to  the  fifty-nine  large  rural  school  systems  because  it  was  thought 
that  the  insurance  practices  of  relatively  new  systems  might  be  less 
firmly  established  and  more  subject  to  variations  than  the  practice  of  city 
systems,  and  that  their  insurance  problem  might  be  unique. 

Pilot  study.  A  questionnaire  was  prepared  and  sent  to  selected 
secretaries  who  were  requested  to  fill  it  out  and  comment  on  the  clarity 
with  which  questions  were  asked,  the  suitability  of  the  questions,  the 
amount  of  work  involved  in  answering  the  questionnaire,  and  to  suggest  ways 
in  which  it  might  be  improved.  As  a  result  of  the  suggestions  made,  the 
questionnaire  was  re-drafted.  A  second  pilot  study  was  conducted  and 
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further  revision  made. 

The  questionnaire.  In  its  final  form  the  questionnaire  consisted 
of  a  short  introduction  explaining  its  purpose  followed  by  six  pages  of 
questions  relating  to  insurance  practice  (to  be  answered  by  check  marks), 
a  few  spaces  for  relevant  financial  data,  and  provision  for  enlargement  on 
details.  The  questionnaire  was  supported  by  a  letter  from  the  local  Super¬ 
intendent  of  Schools,  and  by  favorable  comment  at  the  Trustees'  Convention 
by  their  secretary.  Two  follow-ups  were  made  by  the  writer  in  the  form 
of  personal  letters  to  secretaries  whose  replies  had  not  been  received. 

Percentage  of  returns.  Questionnaires  were  mailed  to  the 
secretaries  of  the  fifty-nine  large  rural  school  systems.  After  thirty-six 
returns  were  received  a  personal  letter  was  written  to  secretaries  whose 
replies  were  still  outstanding,  following  which  six  more  returns  were 
received.  Following  a  second  personal  letter,  nine  more  questionnaires 
were  received.  In  all,  fifty-one,  or  86.4  per  cent,  of  the  questionnaires 
were  returned. 

Types  of  insurance.  Respondents  were  asked  to  supply  informa¬ 
tion  relative  to  the  following  types  of  insurance: 

Fire  Insurance 

Tornado,  Cyclone,  Windstorm,  and  Hail  Insurance 
Boiler  Insurance 
School  Bus  Insurance 

Playground  and  Premises  Liability  Insurance 
Employer's  Liability  Coverage 
Accident  Insurance 

Insurance  against  Theft,  Robbery,  or  Pilferage 
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Secretary-Treasurer's  Bond 
Glass  Insurance 

Other  Insurance  Carried  but  not  listed  above 
Sections  dealing  with  specific  types  of  insurance  left  blank,  or 
stroked  out  by  respondents  were  judged  not  to  apply  to  the  particular 
school  system. 
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CHAPTER  III 


FIRE  INSURANCE  PRACTICES  IN  ALBERTA 

All  fifty-one  respondents  stated  that  fire  insurance  was  carried 
on  such  school  property  as  buildings  and  furnishings.  It  is  not  surprising 
that  all  Alberta  school  boards  carry  fire  insurance  since,  as  was  pointed 
out  earlier,  they  are  obliged  by  law  to  insure  school  property.  The  School 
Act,  however,  does  not  state  the  form  of  insurance  which  must  be 
carried,  the  percentage  value  for  which  buildings  must  be  insured,  nor  the 
manner  in  which  insurance  agents  must  be  selected. 

The  insurance  agent.  The  questionnaire  was  designed  to  deter¬ 
mine  to  what  extent  school  boards  tended  to  purchase  fire  insurance  from 
local  agents  and  to  determine  whether  the  insurance,  if  purchased  from 
local  agents,  was  divided  among  a  number  of  agents  or  placed  with  a  single 
agent.  An  analysis  of  the  returns  (Table  1)  revealed  that  nearly  seventy- 
five  per  cent  of  the  school  boards  purchased  at  least  part  of  their  fire 
insurance  from  local  agents  and  that  only  twenty-five  per  cent  of  the  school 
boards  bought  all  of  their  fire  insurance  from  agents  outside  the  school 
area.  Nearly  twelve  per  cent  of  the  respondents  reported  that  the  school 
secretary  was  one  of  the  local  agents  selling  school  insurance.  However, 
as  a  result  of  cross-checking  questions  3  and  4  (see  Appendix)  it  was 
evident  that  wherever  school  secretaries  sell  fire  insurance  to  the  school, 
they  sell  only  part  of  it,  the  remainder  being  shared  with  other  agents.  The 
fact  that  no  school  secretary  has  a  monopoly  on  school  insurance  business 
could  be  accounted  for,  in  part,  by  provisions  of  the  School  Act  which  limit 
the  extent  to  which  a  secretary  may  do  business  with  the  school  board. 

^  An  Act  Respecting  Schools,  Department  of  Education,  Province 
of  Alberta,  1952.  Sec.  196-7,  p.  63. 
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TABLE  1 

INSURANCE  PURCHASING  POLICIES,  FIFTY-ONE  SCHOOL  UNITS, 

ALBERTA,  19  54 


No.  school 
units 

Percentage  of 
school  units 

Bought  from  local  agents 

38 

74.  5 

Did  not  buy  from  local  agents 

13 

25.  5 

Total 

51 

100.0 

Bought  from  one  agent 

31 

61 

Divided  insurance  business 

20 

39 

Total 

51 

100.0 

Bought  from  school  secretary 

6 

11.8 

Did  not  buy  from  school  secretary 

45 

88.2 

Total 

51 

100.0 

Reeder  implies  that  it  is  sound  practice  to  place  school  business 
with  local  agents  who  pay  taxes  in  support  of  the  school  system,  providing 
the  agents  can  furnish  the  expert  service  needed  at  competitive  rates.  ^ 

Twenty  school  systems  divided  their  insurance  business  among  a 
number  of  agencies.  The  questionnaire  was  not  designed  to  determine  who 


2  W.  G.  Reeder,  The  Fundamentals  of  Public  School  Administration 
(New  York:  The  Macmillan  Company,  19  50) ,  p!  459  • 
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these  agencies  were  or  on  what  bases  the  divisions  were  made.  Conceiv¬ 
ably,  insurance  business  could  be  divided  to  encourage  competition  that 
would  lead  to  better  service  and  lower  rates,  or  to  provide  equitable 
distribution  of  insurance  business. 

Allocation  of  fire  insurance  business.  In  an  attempt  to  discover 
whether  school  insurance  business  had  been  placed  in  accordance  with 
definite  policies  formulated  by  school  boards  or  placed  as  much  by  chance 
as  by  rule,  respondents  were  asked  to  state  the  basis  upon  which  fire 
insurance  business  had  been  allocated.  School  boards  subscribe  to  a 
variety  of  policies,  or  no  policy  at  all,  as  shown  in  Table  2.  Seventeen 
school  systems  (32  per  cent)  stated  that  they  had  no  set  policy  for  allocating 
insurance  business.  Only  two  school  boards  stated  that  their  insurance 
business  was  allocated  in  approximately  the  same  ratio  as  the  school  taxes 
paid  by  the  various  agencies  within  the  school  area.  Twenty-five  school 
boards  (nearly  50  per  cent)  reported  such  allocation  policies  as  dividing  the 
area  geographically  and  placing  the  business  according  to  the  location  of 
the  risk  and  the  agent,  selecting  insurance  brokers,  and  making  insurance 
business  open  to  bids.  The  policies  reported  in  Table  2  suggest  that  a  large 
number  of  school  boards  (more  than  33  per  cent)  have  not  reached  the  point 
where  they  consider  it  necessary  to  formulate  clear  policies  to  guide  them 
in  placing  their  insurance  business.  The  variety  of  practices  subscribed  to 
by  those  school  boards  which  have  formulated  policies  indicate  lack  of  agree¬ 
ment  as  to  what  constitutes  best  practice. 

Nearly  half  (46  per  cent)  of  the  school  systems  which  reported 
definite  policies  regarding  the  placing  of  fire  insurance  either  placed  their 
insurance  with  insurance  brokers  directly  or  made  it  open  to  bids  which 
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TABLE  2 

ALLOCATION  OF  FIRE  INSURANCE  BUSINESS, 
FIFTY-ONE  SCHOOL  UNITS,  ALBERTA,  19  54 


Policy 

No.  school 
units 

Percentage  of 
school  units 

1.  No  e  stabli  shed  policy 

17 

32 

2.  Business  allocated  in  same  ratio 
as  taxes  paid  by  agency 

2 

4 

3.  Business  allocated  according  to 
geographical  location  of  risk  and 
agent 

6 

12 

4.  Policy  limited  to  placing  business 
with  single  agent 

5 

10 

5.  Business  placed  with  insurance 
broker  living  outside  school  area 

10 

20 

6.  Business  open  to  bids  and  awarded 
on  bases  of  adequacy  of  coverage, 
quoted  premiums,  and  services 
guaranteed 

9 

18 

7.  Policy  not  stated 

2 

4 

Total 

51 

100 

which  might  be  taken  up  by  brokers.  It  is  reasonable  to  suppose  (and  the 
marginal  notations  of  several  secretaries  bear  this  out)  that  large,  heavily 
insured,  outlying  school  units  will  tend  to  place  their  business  locally. 

Arrangements  for  joint  underwriting  by  a  number  of  insurance 
companies  were  mentioned  in  marginal  notations  referring  to  some  of  the 
larger  policies.  Reference  was  also  made  to  the  practice  by  insurance 
brokers  of  returning  a  portion  of  the  fees  earned  to  the  local  insurance 
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agents.  One  respondent  stated  that  sixty  per  cent  of  the  fee  earned  by 
the  broker  was  returned  to  local  agents,  the  remainder  being  retained  as 
payment  for  his  expert  services.  Another  respondent  reported  that  fifty 
per  cent  of  the  fee  was  returned  to  local  agents. 

In  discussing  placing  of  insurance,  Reeder  states  that  school 

Q 

officials  have  two  problems  in  this  connection.  J  The  first  is  that  of  plac¬ 
ing  the  insurance  only  with  reliable  companies;  the  second  is  that  of 
apportioning  the  insurance  to  the  different  agencies  on  a  just  and  equitable 
basis.  Opening  school  insurance  business  to  tender  and  consulting 
insurance  brokers  on  school  insurance  problems  clearly  represents 
attempts  to  spend  the  insurance  dollar  wisely  and  to  place  it  in  reliable 
hands.  Dividing  school  areas  geographically  for  the  purpose  of  awarding 
insurance  business  among  local  agencies  in  proportion  to  the  taxes  paid 
by  each,  and  returning  to  local  agents  a  share  of  the  fees  earned  by  the 
broker,  all  represent  attempts  at  just  and  equitable  apportioning  of  school 
insurance  business.  From  the  fact  that  only  nine  school  units  were 
reported  as  calling  for  tenders  for  insurance  and  selecting  agencies  on  the 
bases  of  service,  reliability,  adequacy  of  coverage,  and  quoted  rates, 
it  cannot  be  implied  that  other  school  units  are  spending  the  insurance 
dollar  unwisely;  but  in  a  society  based  on  free  competitive  enterprise  the 
awarding  of  contracts  through  the  medium  of  tenders  is  a  recognized  pro¬ 
cedure. 

Forms  of  insurance.  Fire  insurance  is  written  in  a  variety  of 
forms,  commonest  of  which  is  "specific  insurance".  In  this  form  of 
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Ibid. 
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insurance  a  specified  amount  of  insurance  is  placed  on  each  building,  or 
the  contents  of  each  building,  and  the  building,  or  the  contents,  are  insured 
only  if  they  remain  at  the  specified  site.  If  property  is  removed,  it  may 
be  re -insured  as  a  new  risk  at  the  new  location.  The  suitability  of 
specific  insurance  as  an  exclusive  form  of  coverage  for  rural  school  systems 
is  open  to  question.  Davies'1  contends  that  it  is  "hard  to  conceive  how,  for 
example,  a  School  Division  can  at  all  times  be  properly  and  adequately 
insured  Tinder  a  'specific  policy',  where  there  are  so  many  different  loca¬ 
tions  and  buildings,  and  contents,  and  which  contents  to  a  considerable 
extent,  and  even  buildings  to  some  extent,  are  being  moved  from  one 
location  to  another  continually,  depending  on  the  pupil  population  situation 
in  different  areas.  "  However,  specific  insurance  may  be  used  in  con¬ 
junction  with  other  forms  of  insurance  to  obtain  adequate  coverage,  as  is 
frequently  done. 

A  "blanket  policy"  has  the  effect  of  insuring  properties  within 
stated  geographical  boundaries,  whether  buildings  or  chattels,  and  irrespec¬ 
tive  of  whether  they  are  moved  from  one  location  to  another  within  the 
stated  geographical  boundaries.  This  form  of  insurance  is  particularly 
suitable  for  school  boards  finding  it  necessary  to  move  buildings  and 
chattels  frequently  from  one  location  to  another. 

A  "co-insurance"  clause  has  the  effect  of  making  the  insured  a 
co-insurer  with  the  company  writing  the  insurance.  In  other  words,  the 


^  P.  G.  Davies,  K.  C.  ,  "Fire,  Playground  and  Van  Insurance,  " 
Report  of  the  Proceedings  of  the  First  Refresher  Course  in  School 

Administration  held  at  the  University  of  Alberta  (Edmonton:  Department 

of  Extension,  1945,  mimeographed),  p7  55. 
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insurer  carries  part  of  his  own  risk.  The  following  illustration  given  by 
5 

Davies  explains  the  effect  of  co-insurance  on  a  policy  containing  an  eighty 
per  cent  co-insurance  clause. 

For  example,  suppose  two  different  Boards  have  identical 
buildings,  each  valued  at  $10,000.00,  and  both  Boards  carry 
a  policy  containing  the  80%  co-insurance  clause,  which  means 
each  agrees  to  carrying  a  policy  for  $8,  000. 00.  Board  No.  1 
lives  up  to  its  contract  and  insures  for  $8,  000.  00,  but  Board 
No.  2  only  places  a  policy  for  $6,  000.00.  If  both  buildings  are 
totally  destroyed  by  fire.  Board  No.  1  would  receive  $8,  000.  00 
and  Board  No.  2  would  receive  $6,  000. 00  — .  being  the  full 
amount  each  carried.  If  a  partial  loss  occurs,  say  $4,000.00 
on  each,  Board  No.  1  would  receive  $4, 000 .  00,  but  Board  No.  2 
was  only  carrying  $6,  000. 00  coverage  instead  of  $8,  000. 00, 
and  therefore  Board  No.  2  would  only  receive  6000/8000  of 
$4,  000.  00 ,  which  is  $3,000.  00,  as  Board  No.  2  made  itself  a 
co-insurer  with  the  Insurer  for  1/4  of  the  loss,  through  carry¬ 
ing  only  $6, 000. 00  coverage  instead  of  $8,  000. 00. 

To  effect  savings  through  co-insurance  it  is  necessary  to  make  accurate 

property  appraisals  and  to  carry  the  full  amount  of  coverage  called  for  in 

the  insurance  policy. 

The  inclusion  of  an  "average  distribution  clause"  in  a  fire  insurance 
policy  which  is  specifically  written  permits  the  removal  of  chattels  from 
one  specified  building  to  other  specified  buildings  without  loss  of  coverage. 
Should  a  partial  loss  occur,  such  loss  is  paid  in  the  proportion  that  the 
value  of  the  properties  lost  bears  to  the  value  of  all  the  properties  insured. 
Proper  use  of  average  distribution  clauses  makes  it  possible  for  school 
boards  to  provide  adequate  coverage  for  properties  that  are  being  continu¬ 
ally  shifted  from  one  building  to  another. 

"Self-insurance"  means  that  the  owner  assumes  any  losses  that 
may  occur  through  fire  or  other  cause  against  which  insurance  is  carried.  ° 


5  Ibid. 

(>  Paul  R.  Mort,  and  Walter  C.  Reusser,  Public  School  Finance 
(New  York:  McGraw-Hill  Book  Company,  1951),  p.  336. 
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School  boards  sometimes  meet  these  losses  by  setting  aside  a  certain 

sum  of  money  for  that  purpose  each  year,  or  by  paying  losses  out  of 

current  taxation,  or  by  borrowing  for  a  new  building  to  replace  the  one 

destroyed.  In  any  case,  the  community  assumes  the  entire  risk  of  loss 

through  fire.  Mort  recommends  self-insurance  for  school  boards  only 

if  they  have  a  large  number  of  buildings  sufficiently  far  apart  that  fire 

7 

could  not  be  spread  from  one  building  to  another. 

Table  3  shows  the  frequency  with  which  the  different  forms  of 
fire  insurance  were  reported  by  school  boards.  Specific  insurance,  as 
might  be  expected,  was  reported  most  frequently  since  the  greater  part 
of  school  properties,  especially  buildings,  are  not  subject  to  change  of 
location,  in  which  case  policies  specifically  written  provide  adequate 
coverage.  Blanket  policies  and  co-insurance  clauses  were  reported  with 
approximately  the  same  frequency.  The  frequency  with  which  these 
forms  of  insurance  were  reported  suggests  that  school  boards  are  aware 
of  the  savings  which  may  be  effected  through  proper  use  of  co-insurance 
and  of  the  advantages  offered  through  blanket  insurance  when  buildings 
and  other  property  must  be  moved  from  one  location  to  another. 

Exclusive  use  of  specific  insurance  was  reported  by  fifteen  school 
boards.  Why  nearly  thirty  per  cent  of  the  school  boards  used  this  form 
of  insurance  exclusively  could  not  be  determined  from  the  questionnaire. 
However,  the  exclusive  use  of  specific  insurance  could  be  due  to  the  fact 
that  it  is  the  commonest  form  in  which  fire  insurance  is  written.  It  could 
also  be  due  to  the  lack  of  expert  advice  concerning  insurance  needs. 
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Ibid. 
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TABLE  3 


FREQUENCY  WITH  WHICH  VARIOUS  FORMS  OF  FIRE  INSURANCE 
COVERAGE  WERE  REPORTED,  FIFTY-ONE  SCHOOL  UNITS, 

ALBERTA,  1954 


Form  in  which  insurance  is  written 

No.  school  units 
reporting 

Specific  insurance 

39 

Blanket  policies 

21 

Average  distribution  clauses 

1 6 

Co-insurance  clauses 

22 

Financial  aspects.  Respondents  reported  that  fire  insurance 
premiums  were  paid  every  three  years  by  82-1/2 %  of  the  school  boards 
and  yearly  by  the  remainder.  Since  it  is  common  practice  for  insurance 
companies  to  quote  three -year  fire  insurance  rates  at  two  and  one-half 
times  yearly  rate,  substantial  savings  can  be  effected  by  purchasing 
insurance  on  a  three -year  basis.  By  taking  out  insurance  so  that  approx¬ 
imately  one -third  of  the  premiums  fall  due  each  year,  school  boards  can 
make  nearly  uniform  insurable  expenditures  each  year. 

In  1954  (Table  4)  school  boards  had  in  effect  fire  insurance 
policies  amounting  to  more  than  forty-five  million  dollars.  For  this  insur¬ 
ance  they  paid  over  one  hundred  forty  thousand  dollars.  The  insuring 
companies  returned  in  settlement  of  claims  arising  out  of  loss  due  to  fires 
occurring  in  1954  nearly  seventy-two  thousand  dollars.  For  every  dollar 
which  school  boards  spent  for  insurance  in  19  54  the  insuring  companies 
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returned  fifty-one  cents  in  settlement  of  claims.  In  other  words,  the 
insurance  companies  returned  in  settlement  of  claims  fifty-one  per  cent 
of  the  insurance  premiums. 
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TABLE  4 


FIRE  INSURANCE  COVERAGE,  PREMIUMS,  AND  CLAIMS  PAID  IN 
SETTLEMENT  OF  LOSS  DUE  TO  FIRE,  FIFTY-ONE  SCHOOL  UNITS  , 

ALBERTA,  1954 


Total  amount  of  fire  insurance  reported 
in  effect  in  1954 

$45, 597,  152.  94 

Total  premiums  reported  chargeable  to 
1954  school  accounts 

140. 349. 02 

Total  claims  reported  paid  in  settlement 
of  fire  losses  occurring  in  1954 

71,923. 00 

Ratio  of  claims  paid  to  premiums  paid 

51  /  100 

School  insurance  studies  reported  earlier  disclosed  that  insurance 
companies  returned  to  school  boards  in  settlement  of  losses  due  to  fires 

g 

between  17.  2  per  cent  and  77  per  cent  of  the  premiums.  The  studies  also 
revealed  that  the  rates  charged  under  the  Wisconsin  state -insurance  plan 
were  49  per  cent  of  those  charged  by  regular  stock  companies  in  the  state, 
and  that  the  rates  charged  under  the  North  Dakota  plan  were  7  5  per  cent  of 
those  charged  by  insurance  companies  operating  in  North  Dakota.  The 
present  study  discloses  that  insurance  companies  returned  to  Alberta 

^  T.  C.  Holy,  and  John  FI.  Herrick,  "School -plant  Insurance," 
Encyclopedia  of  Educational  Research  (New  York:  The  Macmillan  Company, 
1950),  XIV,  p.  1117. 
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school  boards  51  per  cent  of  the  premiums  paid  for  fire  insurance.  The 
loss  sustained  by  Alberta  school  boards,  when  expressed  in  terms  of  the 
premiums  that  they  paid,  suggests  the  possibility  of  Alberta  school  boards 
obtaining  reduced  fire  insurance  rates  under  a  state -insurance  plan  as 
did  North  Dakota  and  Wisconsin. 

TABLE  5 

ESTIMATED  PREMIUMS  AND  CLAIMS  PAID  DURING 
TEN-YEAR  PERIOD,  FIFTY-ONE  SCFIOOL  UNITS, 

ALBERTA,  1945  -  1954 


Estimated  premiums  paid  for  fire 
insurance,  1945  -  1954  inclusive 

$908, 795. 79 

Estimated  claims  paid  in  settlement 
of  fire  losses  occurring  during  the 
years  1945  -  1954  inclusive 

396,417. 25 

Ratio  of  estimated  claims  paid  to 
estimated  premiums  paid,  1945  - 
1954  inclusive 

44  /  100 

According  to  estimates  made  by  secretaries  (Table  5),  school 
boards  paid  over  nine  hundred  thousand  dollars  for  fire  insurance  for 
the  ten-year  period  194  5  -  19  54  and  had  returned  to  them  nearly  four 
hundred  thousand  dollars  in  settlement  of  claims  due  to  fires  occurring 
during  the  same  period.  That  is,  during  the  ten-year  period  194  5  -  19  54, 
insurance  companies  returned  44  per  cent  of  the  premiums  school  boards 
paid  for  protection.  The  percentage  of  premiums  returned  over  the  ten- 
year  period  1945  -  1954  is  seven  per  cent  less  than  the  return  reported 
(Table  4)  for  the  year  1954.  Furthermore,  the  percentage  of  premiums 
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returned  for  the  ten-year  period  is  more  in  keeping  with  the  findings 
reported  from  studies  carried  out  in  other  parts  of  the  continent  which 
reported  returns  ranging  from  17.  2  per  cent  to  77  per  cent  of  the  premiums 
paid.  These  facts  suggest  that  fire  losses  were  unusually  heavy  during 
19  54;  they  also  support  the  contention  that  school  boards  should  seek 
reduced  insurance  rates. 

Size  of  claims  reported.  Fifteen  school  systems  reported  losses 
due  to  fires  in  1954.  The  amounts  paid  by  insurance  companies  in  settle¬ 
ment  of  these  losses  ranged  from  $100.  00  to  $53, 385. 95  as  shown  in 
Table  6.  Sixty  per  cent  of  the  claims  paid  did  not  exceed  five  hundred 

TABLE  6  * 

SIZE  OF  CLAIMS  PAID  BY  INSURANCE  COMPANIES  AS  A  RESULT  OF 
LOSS  DUE  TO  FIRE,  FIFTY-ONE  SCHOOL  UNITS,  ALBERTA,  1954 


Amount  of  claim  paid 

Number  of  school  units 

Zero 

36 

$  100  -  500 

9 

501  -  1, 000 

2 

1,001  -  1,  500 

1 

1, 501  -  3,000 

1 

10, 100 

1 

53,385.  95 

1 

71,923  * 

51 

*  Total  of  claims  paid  in  1954  as  reported  in  Table  4. 
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dollars,  and  seventy-three  per  cent  of  the  claims  did  not  exceed  fifteen 
hundred  dollars.  Although  the  face  value  of  each  insurance  policy  under 
which  claims  were  paid  was  not  revealed  through  the  questionnaire,  the 
large  number  of  claims  for  amounts  not  exceeding  fifteen  hundred  dollars 
(72  per  cent)  suggests  that  losses  in  general  were  in  keeping  with  Davies' 
statement  that  statistics  show  that  75  per  cent  of  all  losses  average 
about  5  per  cent  of  the  policy.  ^  On  the  other  hand,  the  complete  loss  of 
one  school  ($53,  385.  95)  out  of  fifteen  damaged  by  fire  is  not  in  agree¬ 
ment  with  Davies'  statement  that  only  one  loss  in  twenty -five  is  for  as 
much  as  the  face  of  the  policy.  10  The  single  payment  of  $53,  38  5.  95 
represents  75  per  cent  of  the  total  fire  insurance  claims  paid  in  19  54 
and  is,  in  itself,  largely  responsible  for  the  high  percentage  of  premiums 
returned  in  settlement  of  claims  in  19  54  —  a  percentage  return  which 
led  to  the  earlier  suggestion  that  fire  losses  in  1954  appeared  to  be 
unusually  high. 

We  may  now  summarize  the  discussion  thus  far. 

1.  School  boards  carry  fire  insurance  as  required  by  law. 

2.  Only  12  per  cent  of  the  school  secretaries  are  agents  selling 
fire  insurance  to  school  boards. 

3.  Seventy-five  per  cent  of  the  school  boards  purchase  fire 
insurance  through  local  agents. 

4.  Thirty-nine  per  cent  of  the  school  boards  place  fire  insurance 
with  more  than  one  agent. 


9 


Davies, 


op.  cit.  ,  p. 


55. 


10 


Ibid. 
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5.  One  fifth  of  the  school  boards  place  fire  insurance  through 
insurance  brokers. 

6.  Eighteen  per  cent  of  the  school  boards  call  for  tenders  for 
school  fire  insurance. 

7.  Thirty-two  per  cent  of  the  school  boards  were  reported  as 
having  no  established  policy  for  placing  fire  insurance  business. 

8.  Forty- six  per  cent  of  the  school  boards  reported  practices 
which  may  be  interpreted  as  attempts  at  equitable  distribution  of  fire 
insurance. 

9-  Specific  insurance  was  reported  most  frequently  but  no 
clear  pattern  of  the  form  in  which  fire  insurance  is  written  emerged 
from  the  findings  of  the  questionnaire. 

10.  Seven-eights  of  the  secretaries  reported  paying  fire  insur¬ 
ance  premiums  every  three  years. 

11.  The  questionnaire  revealed  that  an  average  of  fifty-one 
cents  out  of  every  dollar  paid  by  school  boards  for  fire  insurance  in 
1954  was  returned  to  them  in  settlement  of  claims. 

12.  It  is  estimated  that  an  average  of  forty-four  cents  out  of 
every  dollar  which  school  boards  paid  for  fire  insurance  during  the  ten- 
year  period  prior  to  1955  was  returned  to  them  in  settlement  of  claims. 

13.  Losses  due  to  school  fires  in  1954  appear  to  have  been 


unusually  heavy. 
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CHAPTER  IV 


SCHOOL  TRANSPORTATION  INSURANCE  PRACTICES  IN  ALBERTA 

The  formation  of  School  Divisions  and  Counties  brought  a  large 
number  of  widely  scattered  schools  under  the  control  of  one  school  board. 
The  newly  formed  Division  and  County  school  boards,  finding  themselves 
responsible  for  the  educational  services  in  areas  having  sparse  popula¬ 
tion,  undertook  to  improve  educational  services  by  closing  numerous 
one-room  rural  schools  and  transporting  the  children  by  bus  to  large 
graded  schools.  School  boards  had  the  choice  of  operating  school-owned 
buses  or  of  hiring  school  bus  service  from  independent  contractors. 

In  either  case,  school  boards  were  faced  with  the  problem  of  transporta¬ 
tion  insurance,  although  in  the  case  of  hired  school  buses  they  had  some 
choice  in  the  matter. 

Table  7  shows  that  each  of  the  fifty-one  school  units  used  school 
buses  to  transport  children  to  and  from  school,  The  thirty-four  school 
boards  who  own  some,  or  all,  of  the  school  buses  used  are  compelled 
by  law  to  carry  certain  forms  of  transportation  insurance.  ^  The 
seventeen  school  boards  who  make  exclusive  use  of  hired  bus  service  are 
not  compelled  by  law  to  carry  their  own  insurance  on  the  buses,  but  the 
buses  must  be  covered  by  insurance.  Thus  the  duty  of  school  boards  is 
clear  with  respect  to  school-owned  buses;  they  must  carry  insurance. 
School  boards  may  carry  insurance  on  hired  buses,  or  the  owner  may 


1  The  Public  Service  Vehicles  Act  and  Regulations,  Province  of 
Albe  rta,  1949.  Sec.  6.3.1,  p.  85. 
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TABLE  7 

OWNERSHIP  OF  BUSES,  FIFTY-ONE  SCHOOL  UNITS,  ALBERTA,  1954 


Owner  ship 

Number 

Percentage 

School  units  owning  all  buses 
operating  within  the  unit 

Z 

3.9 

School  units  owning  some  buses 
and  hiring  additional  buses 

32 

62.8 

School  units  hiring  all  bus 
service 

17 

33.  3 

T  otal 

51 

100.0 

carry  insurance,  or  both  parties  may  carry  insurance  to  protect  their 
respective  risks;  but,  in  any  case,  insurance  must  be  carried. 

Transportation  insurance  is  written  to  cover  a  number  of  different 
risks,  commonest  of  which  are  fire,  theft,  collision,  property  damage, 
and  public  liability.  Fire  insurance  protects  the  owner  against  loss  of 
the  vehicle  by  fire,  and  theft  insurance  provides  compensation  should 
the  vehicle  be  stolen.  Collision  insurance  provides  for  reimbursement  of 
the  owner  should  his  vehicle  be  damaged  in  collision  with  another  vehicle 
or  object.  Property  damage  insurance,  on  the  other  hand,  provides 
protection  for  the  insured  should  his  vehicle  cause  damage  to  the  property 
of  others. 

Public  liability  insurance  is  commonly  written  in  two  forms,  road 
hazard  and  passenger  hazard.  Road  hazard  insurance  covers  liability 
which  may  arise  out  of  the  injury  or  death  of  persons  not  passengers  on 
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the  vehicle.  Passenger  hazard  insurance  is  the  form  of  insurance  which 
must  be  carried  on  school  buses  before  a  certificate  of  operation  is 
granted. ^ 

From  Table  8  which  shows  the  forms  of  insurance  carried  by 
thirty-four  school  boards  on  school-owned  buses,  it  is  apparent  that, 
although  only  passenger  hazard  transportation  liability  insurance  is  com¬ 
pulsory,  school  boards  tend  to  avail  themselves  of  all  common  forms 
of  transportation  insurance  protection.  There  is  little  doubt  that  school 
boards  have  the  right  to  carry  all  forms  of  transportation  insurance 
since  section  222(f)  of  The  School  Act  authorizes  them  to  insure  school 
property,  and  section  175(c)  permits  them  to  carry  liability  insurance. 
The  necessity  for  carrying  theft  insurance  on  brightly  painted,  clearly 
marked  school  buses  is,  however,  open  to  question. 

Table  8  shows  that  one  board  does  not  carry  passenger  hazard 
insurance  on  school-owned  buses.  Since  The  Public  Service  Vehicles 
Act^  clearly  states  that  no  certificate  of  operation  of  a  school  bus  shall 
be  granted  unless  the  vehicle  is  covered  by  a  passenger  hazard  liability 
policy,  and  since  the  respondent  stated  that  road  hazard  insurance  was 
carried,  it  must  be  concluded  that  the  respondent  erred  in  not  reporting 
passenger  hazard  insurance. 

The  forms  of  insurance  carried  by  forty-nine  school  boards  on 
hired  school  buses  are  shown  in  Table  9.  Respondents  were  not  asked  to 
report  whether  fire,  theft,  and  collision  insurance  were  carried  because 
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TABLE  8 


FORMS  OF  INSURANCE  CARRIED  ON  SCHOOL-OWNED  BUSES, 
THIRTY -FOUR  SCHOOL  UNITS, 

ALBERTA,  19  54 


Form  of  insurance  carried 

No.  school  units 

carrying 

insurance 

No.  school  units 
not  carrying 
insurance 

Total  No. 
school  units 
owning  buses 

F  ire 

33 

1 

34 

Theft 

33 

1 

34 

Collision 

29 

5 

34 

Property  damage 

33 

1 

34 

Public  Liability: 

a.  Road  hazard 

29 

5 

34 

b.  Passenger  hazard 

33 

1 

34 

TABLE  9 


INSURANCE  PURCHASED  BY  SCHOOL  BOARDS  WITH  RESPECT 
TO  HIRED  SCHOOL  BUSES,  FORTY-NINE  SCHOOL  UNITS, 

ALBERTA,  1954 


Form  of  insurance  purchased 

No.  of 
school  units 

Percentage  of 
school  units 

Property  damage 

36 

73.  5 

Public  liability: 

a.  Road  hazard 

38 

77.  5 

b.  Passenger  hazard 

45 

92(approx. ) 

Nil  on  non-owned  bases 

4 

8 (approx. ) 

33 

these  risks  are  not  insurable  by  school  boards  on  property  they  do  not 
own.  Property  damage  and  public  liability,  however,  are  risks  which 
school  boards  may  insure  because  hired  school  buses,  in  the  regular 
performance  of  their  duties,  are  operated  on  school  board  business; 
and,  in  case  of  claims  arising  out  of  the  use  of  the  buses,  the  school 
board  may  be  sued  jointly  with  the  owner. 

Table  9  shows  that  92  per  cent  of  the  school  boards  carried  their 
own  passenger  hazard  liability  insurance  on  hired  buses.  What  forms 
of  insurance  the  bus  owners  carried  was  not  determined  by  the  question¬ 
naire;  but  it  is  probable  that  they,  also,  carried  passenger  liability 
insurance  since  in  case  of  accident  involving  claims  for  damages,  the 
owner  of  the  vehicle  would  be  sued.  It  is  also  probable  that,  if  the  owner 
were  sued  for  damages  arising  out  of  the  regular  use  of  a  hired  school 
bus,  the  school  board  would  be  sued  jointly  with  him  —  in  which  case 
the  school  board  would  stand  to  benefit  by  carrying  its  own  passenger 
hazard  liability  insurance.  By  the  same  argument,  school  boards  would 
be  well  advised  to  carry  road  hazard  liability  insurance  and  property 
damage  insurance  on  hired  school  buses. 

Four  school  boards  (Table  9)  were  reported  as  not  carrying  any 
form  of  insurance  on  hired  school  buses.  It  would  appear  that  school 
boards  might  be  well  advised  to  carry  passenger  hazard  liability  insur¬ 
ance  on  hired  buses  as  a  minimum  insurance  requirement  because  if  an 
accident  occurred  and  claims  for  damages  were  made,  it  might  well  be 
contended  that  the  school  board  was  jointly  liable  with  the  owner. 

Since  passenger  hazard  liability  insurance  is  compulsory,  school 
boards  were  asked  to  report  the  amounts  of  passenger  hazard  insurance 
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carried  on  school  owned  buses.  Table  10  shows  the  amount  of  insurance 
carried  by  the  school  boards  reported  on.  In  most  cases,  two  figures 
are  given.  The  first  figure  states  the  maximum  amount  for  which  the 
insurance  company  will  be  liable  in  case  an  accident  occurs  and  a  single 
claim  for  damages  is  made.  The  second  figure  states  the  maximum 
amount  for  which  the  insurance  company  will  be  liable  in  case  an 
accident  occurs  and  several  claims  for  damages  are  made.  For  example, 


TABLE  10 


AMOUNT  OF  PASSENGER  HAZARD  LIABILITY  INSURANCE  CARRIED 
ON  SCHOOL-OWNED  BUSES.  .  THIRTY -FOUR  SCHOOL  UNITS, 

ALBERTA,  19  54 


Limits  of  liability  coverage  with  respect  to 
one  claim  and  with  respect  to  two  or  more 
claims  expressed  in  thousands  of  dollars 

No.  of  school 
units  carrying 

Amt.  of  insurance 

5  /  15 

1 

5  /  20 

2 

5  /  30 

1 

10  /  20 

1 

10  /  25 

1 

10  /  60 

1 

10  /  100 

2 

20  /  * 

2 

20  /  40 

1 

20  /  100 

4 

25/  100 

2 

30  /  60 

1 

30  /  300 

1 

40  /  100 

1 

50  /  100 

4 

50  /  200 

2 

100  /  100 

3 

200  /  * 

1 

500  /  * 

1 

not  answered 

1 

Total  no.  school  units  owning  buses 

34 

*  No  figure  reported. 
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if  the  liability  coverage  purchased  (expressed  in  thousands  of  dollars) 
were  5  /  15,  the  insurance  company  would  pay  a  maximum  of  five 
thousand  dollars  in  settlement  of  a  single  claim  arising  out  of  an  acci¬ 
dent  causing  injury  to  a  person.  If  several  people,  each  of  whom 
entered  a  claim  for  damages,  were  injured  in  the  same  accident,  the 
insurance  company  would  pay  a  maximum  of  fifteen  thousand  dollars 
in  settlement  of  all  claims  arising  out  of  the  accident. 

The  lowest  amount  of  passenger  hazard  liability  insurance 
reported  in  Table  10  is  five  thousand  dollars.  The  lower  limit  (five 
thousand  dollars)  was  within  the  requirements  of  The  Public  Service 
Vehicles  Act^  prior  to  an  amendment  which  came  into  effect  January 
1st,  1956.  By  Order~in- Council  Number  1003-55,  the  minimum  limits 
of  passenger  hazard  liability  coverage  became  ten  thousand  dollars  and 
fifty  thousand  dollars  for  buses  with  passenger  capacity  not  exceeding 
12,  ten  thousand  dollars  and  one  hundred  thousand  dollars  for  buses 
with  passenger  capacity  in  excess  of  12  but  not  exceeding  30,  and  ten 
thousand  dollars  and  two  hundred  thousand  dollars  for  buses  with 
passenger  capacity  in  excess  of  30  passengers.  It  is  interesting  to 
note  that  88  per  cent  of  the  school  boards  reported  in  19  54  that  they 
carried  passenger  hazard  insurance  equal  to,  or  in  excess  of,  ten  thous¬ 
and  dollars  as  is  now  required  by  the  Public  Service  Vehicles  Act.  It 
would  appear  from  Table  10  that  school  boards  felt  the  need  for  increased 
protection  before  higher  insurance  coverage  was  required  by  law. 

Van  Ausdal  recommended  that  the  amount  of  passenger  hazard 
liability  insurance  carried  by  Ohio  school  boards  should  not  exceed 
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twenty-five  thousand  dollars  for  one  claim.  Forty-one  per  cent  of  the 
liability  coverage  shown  in  Table  10  is  in  excess  of  twenty-five  thousand 
dollars.  In  view  of  Van  Ausdal's  recommendation,  many  Alberta  school 
boards  appear  to  be  carrying  excessive  passenger  hazard  liability  insurance 
with  respect  to  a  single  claim  arising  out  of  a  bus  accident. 

The  amount  of  property  damage  insurance  carried  by  school  boards 
on  school-owned  buses  is  reported  in  Table  11. 

TABLE  11 

AMOUNT  OF  PROPERTY  DAMAGE  INSURANCE  CARRIED  ON 
SCHOOL-OWNED  BUSES,  THIRTY -FOUR  SCHOOL  UNITS, 

ALBERTA,  1954 


Amount  of  property  damage  insurance 
carried,  expressed  in  dollars 

Number  of 
school  units 

1, 000 

3 

2,  000 

9 

5,  000 

6 

10, 000 

5 

100, 000 

5 

200, 000 

1 

500, 000 

1 

nominal  amount 

1 

not  stated 

3 

Total 

34 

M.  C.  S.  Noble,  Pupil  Transportation  in  the  United  States  (Scranton, 
Pennsylvania:  International  Textbook  Co.,  1940),  p.  486. 


.  , . 


- 


'  mi 


?v**  A'l  Mp  g’  If.  g  I 


,  . 


37 


Although  the  amounts  of  insurance  carried  vary  from  one  thousand  dollars 
to  five  hundred  thousand  dollars,  fifty -three  per  cent  of  the  school  boards 
carried  property  damage  insurance  to  the  extent  of  five  thousand  dollars  or 
less.  Property  damage  coverage  in  excess  of  five  thousand  dollars  is  hard 
to  justify  because,  in  the  first  place,  school  bus  drivers  are  carefully 
selected  and  required  to  undergo  an  extensive  medical  examination  before 
being  granted  a  school  bus  driver's  licence.  In  the  second  place,  the 
operation  of  school  buses,  including  the  speed  at  which  they  are  driven,  is 

L 

carefully  regulated  by  law.  And,  finally,  the  general  public  shows  marked 
courtesy  to  the  brightly  colored,  clearly  marked  vehicles  which  carry  their 
children.  It  is,  for  the  foregoing  reasons,  very  unlikely  that  a  school  bus 
in  the  regular  course  of  its  operation  would  be  responsible  for  property 
damage  in  excess  of  five  thousand  dollars.  Hence,  school  boards  carrying 
more  than  five  thousand  dollars  property  damage  insurance  appear  to  be 
over -insured. 

Twelve  school  boards  reported  that  specific  school  bus  insurance 
was  written  for  each  vehicle  owned  by  the  school  system,  and  twenty-two 
school  boards  (65  per  cent)  reported  they  purchased  fleet  policies.  By 
using  a  fleet  policy,  the  school  board  may  insure  all  buses  with  one  agent 
through  a  single  insurance  policy.  Such  matters  as  changing  bus  routes, 
providing  additional  bus  service  and  substituting  vehicles  are  more  easily 
taken  care  of  through  a  fleet  policy,  although  it  is  possible  to  insert  clauses 
in  specifically  written  insurance  that  will  permit  change  of  routes  and  sub¬ 
stitution  of  vehicles. 

(>  The  Public  Service  Vehicles  Act  and  Regulations,  op.  cit.  ,  pp.  84-90. 
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TABLE  12 


THE  EFFECT  OF  SUBSTITUTION  OF  VEHICLES  ON  THE  STATUS  OF 
PROPERTY  DAMAGE  AND  PUBLIC  LIABILITY  INSURANCE  CARRIED 
BY  SCHOOL  UNITS  OWNING  BUSES,  THIRTY-FOUR  SCHOOL  UNITS, 

ALBERTA,  19  54 


Number  of  school  units  reporting  full 
insurance  coverage  in  cases  of 
substitution  of  vehicles 

28 

Number  of  school  units  reporting  no 
insurance  coverage  in  cases  of 
substitution  of  vehicles 

4 

Number  not  reporting 

2 

T  otal 

34 

The  effect  of  substitution  of  vehicles  on  the  status  of  property 
damage  and  public  liability  insurance  carried  by  school  boards  is  reported 
in  Table  12.  School  boards  were  asked  the  question,  "If  a  particular  school 
bus  is  out  of  order  and  another  vehicle  is  supplied  to  take  its  place,  has  the 
School  Division,  or  County,  the  same  property  damage  and  public  liability 
coverage  with  respect  to  the  second  vehicle  that  it  would  have  had,  had  the 
regular  bus  been  used?"  Eighty-two  per  cent  of  the  school  boards  reported 
that  they  had  the  same  insurance  protection  when  substitute  vehicles  were 
used  that  they  had  when  regular  vehicles  were  used.  Twelve  per  cent  of 
the  school  boards  reported  that  they  did  not  have  insurance  protection  when 
substitute  vehicles  were  used,  and  six  per  cent  of  the  boards  failed  to  report. 
From  the  fact  that  only  twenty-two  school  boards  reported  fleet  policies, 
whereas  twenty-eight  boards  reported  full  insurance  coverage  when  one 
vehicle  was  substituted  for  another,  it  becomes  evident  that  a  number  of 
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the  insurance  policies  that  were  specifically  written  must  have  contained 
clauses  permitting  substitution  of  vehicles.  It  is  hard  to  imagine  how  a 
school  board  can  at  all  times  be  properly  covered  by  transportation  insurance 
unless  insurance  coverage  is  written  in  a  form  that  will  permit  substitution 
of  vehicles,  since  buses  are  subject  to  breakages  which  will  make  the  use 
of  other  vehicles  necessary  if  services  are  to  be  maintained.  The  fact  that 
82  per  cent  of  the  school  boards  had  their  transportation  insurance  written 
in  a  form  that  would  provide  full  coverage  when  one  bus  was  substituted  for 
another  suggests  that  school  boards  are  aware  of  the  need  for  insurance 
clauses  permitting  substitution  of  vehicles. 


TABLE  13 


PASSENGER  HAZARD  LIABILITY  PROTECTION  WITH  RESPECT  TO 
PASSENGERS  CARRIED  AND  ROUTES  TRAVELLED,  FIFTY-ONE 
SCHOOL  UNITS,  ALBERTA,  1954 


Passenger  hazard  liability  insurance  purchased 
protects  the  school  unit  in  case  of  claims  arising 
out  of: 

Number  of 
school  units 

a.  Transportation  of  pupils  only,  to  and  from  school 

10 

b.  Transportation  of  pupils  and  others  (teachers  and 
parents)  to  and  from  school 

4 

c.  Transportation  of  pupils  and  others  (teachers  and 
parents)  to  and  from  school,  and  transportation 
to  and  from  athletic  competitions,  school  festivals, 
Home  and  School  Association  meetings,  and  such 

16 

Marked  two  or  more  of  above  choices 

18 

Did  not  answer  questions 

3 

Total 

51 
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An  attempt  was  made  to  determine  whether  the  passenger  hazard 
liability  insurance  purchased  by  school  boards  gave  protection  in  case  of 
claims  arising  out  of  injury  to  passengers  other  than  school  children  and  on 
routes  other  than  regular  bus  routes  to  and  from  school.  The  three  ques¬ 
tions  asked  (see  Appendix,  School  Van  Insurance,  question  11)  were  intended 
to  be  mutually  exclusive.  Either  through  faulty  wording  of  the  questions  or 
through  misinterpretation  by  the  respondents,  a  number  of  the  questionnaires 
were  returned  with  two  or  more  choices  marked.  Table  13  shows  the  extent 
of  passenger  hazard  liability  coverage  reported  by  respondents  who  selected 
only  one  of  the  three  possible  choices.  Respondents  reported  on  the  extent 
of  insurance  coverage  regardless  of  whether  the  buses  were  owned  or 
hired. 

School  boards  are  frequently  called  upon  to  use  school  buses  for 
purposes  other  than  taking  children  to  and  from  School.  Pupils,  teachers, 
and  even  parents  are  taken  to  inter-school  meetings,  games,  to  festivals, 
and  to  Home  and  School  meetings.  Some  of  the  trips  permitted  take  the  buses 
outside  the  school  area  to  cities  and  other  points  of  interest.  It  is  doubtful 
that  school  boards  can  be  properly  protected  at  all  times  unless  the  passen¬ 
ger  hazard  liability  insurance  (and  road  hazard  insurance,  if  any)  carried 
provides  protection  on  all  trips  authorized  by  a  board  whether  carrying 
pupils  or  others,  and  whether  within  the  school  area  or  beyond  its  limits. 

The  cost  of  school  bus  insurance  is  reported  in  Table  14.  Thirty- 
one  of  the  thirty-four  school  units  operating  school-owned  buses  reported 
that  they  spent  a  total  of  $46,  647.  57  for  school  bus  insurance  in  19  54.  One 
school  unit  reported  the  insurance  expenditure  as  nil  for  1954,  but  also 
stated  that  insurance  was  carried;  one  school  unit  reported  lack  of  records; 
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TABLE  14 


REPORTED  COST  OF  SCHOOL  BUS  INSURANCE  AND  AMOUNT  OF 
CLAIMS  PAID,  FIFTY-ONE  SCHOOL  UNITS,  ALBERTA,  1954 


Premiums  re 
by  school 

ported  paid 
units 

Claims  paid  by  insurance 
companies  as  a  result  of 
accidents  occurring  in  1954 

School-owned  buses 

$46, 647. 57 

$600. 00 

Hired  buse s 

36,  256.  31* 

T  otal 

$82, 903.88 

$600. 00 

*  This  figure  does  not  include  premiums  paid  by  private  contractors. 


and  one  school  unit  reported  that  transportation  insurance  premiums  were 
included  with  the  premiums  for  a  comprehensive  policy. 

Thirty-one  school  units  operating  school-owned  buses  indicated 
that  insurance  companies  had  not  paid  anything  in  settlement  of  claims  due 
to  transportation  accidents  in  19  54.  One  school  unit  reported  lack  of 
information;  one  neglected  to  fill  in  the  question  blank;  and  one  school 
unit  reported  that  the  insurance  claims  paid  in  1954  amounted  to  $600.00. 

Forty-nine  school  units  hired  bus  service.  Premiums  were  not 
reported  for  two  units,  and  four  school  units  (Table  9)  did  not  carry  insur¬ 
ance  on  contract  buses.  The  remaining  forty-three  school  units  reported 
paying  a  total  of  $36,  256.31  for  school  bus  insurance  in  1954.  Forty-four 
school  units  carrying  insurance  on  contract  buses  indicated  that  insurance 
companies  had  not  paid  anything  on  behalf  of  the  school  system  as  a  result 

of  claims  arising  out  of  the  use  of  school  buses  in  19  54  -  one  respondent 

failed  to  answer  the  question. 
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School  units  reported  that  the  cost  of  transportation  insurance  in 
1954  was  $82,903.88  and  that  the  amount  paid  out  on  their  behalf  by  insurance 
companies  was  $600.00.  In  other  words,  for  every  one  hundred  dollars 
spent  by  school  units  for  transportation  insurance,  less  than  seventy-five 
cents  was  paid  out  by  the  insuring  companies  in  settlement  of  claims 
arising  out  of  the  use  of  school  buses. 

Van  Ausdal  reported  that  insurance  companies  paid  out  in  settle¬ 
ment  of  claims  3.4  per  cent  of  the  premiums  they  received  on  school-owned 

7 

buses.  Joyner  reported  13.  1  per  cent  for  school-owned  buses  and  40.  3 

O 

per  cent  for  contract  buses.  The  present  study  reveals  that  insurance 
companies  paid  out  in  settlement  of  claims  in  1954  three-quarters  of  one 
per  cent  on  the  premiums  paid  by  the  Alberta  school  units  reported  on. 

In  other  words,  the  percentage  of  school  bus  insurance  premiums  paid  out 
in  settlement  of  claims  reported  by  Van  Ausdal  was  4.  5  times  as  high  as 
that  reported  for  Alberta,  and  the  percentages  reported  by  Joyner  for 
school-owned  and  for  contract  buses  were,  respectively,  17.  5  and  53.  7 
times  as  high  as  the  percentage  reported  in  Alberta. 

School  bus  travel  in  Alberta  should  be  relatively  free  from  accident. 
The  buses  themselves  are  mechanically  superior  to  the  vehicles  used  at  the 
time  of  the  studies  reported  by  Van  Ausdal  and  Joyner;  the  roads  on  which 
the  greater  part  of  Alberta  school  bus  travel  takes  place  are  not  congested 
with  traffic;  and  school  bus  equipment  and  its  operation  are  subject  to 
careful  supervision  and  regulation  by  the  Alberta  Highway  Traffic  Board. 

'"m.  C.  S.  Noble,  Pupil  Transportation  in  the  United  States 
(Scranton,  Pennsylvania:  International  Textbook  Company,  1940), 
pp.  485-6. 

8  Ibid. ,  p.  492. 
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Alberta  School  bus  insurance  rates  should  reflect  the  excellent  conditions 

under  which  Alberta  school  buses  operate  -  they  do  not.  Paying  eighty 

thousand  dollars  for  six  hundred  dollars1  protection  is  not  spending  the 
insurance  dollar  wisely.  Alberta  school  boards  should  seek  and  get  greatly 
reduced  school  bus  insurance  rates. 

The  discussion  of  school  bus  insurance  may  now  be  summarized. 

1.  School  bus  service  is  provided  in  each  of  the  fifty-one  school 
systems  reported  on. 

2.  Forty-nine  school  boards  make  some  use  of  contract  school 
bus  service  — —  four  of  these  school  boards  do  not  carry  insurance  on 
contract  buses.  (Since  regulations  require  passenger  hazard  liability  insur¬ 
ance,  it  is  presumed  that  the  owners  purchase  the  required  insurance.  ) 

3.  Ninety-two  per  cent  of  the  school  boards  carry  their  own 
passenger  hazard  liability  insurance  on  hired  school  buses. 

4.  School  boards  tend  to  purchase  passenger  hazard  liability 
insurance  which  gives  them  protection  not  only  when  carrying  pupils  but 
when  carrying  passengers  other  than  pupils. 

5.  Forty-one  per  cent  of  the  school  boards  carry  passenger 
hazard  liability  insurance  in  excess  of  the  maximum  amount  recommended 

by  Van  Ausdal  for  Ohio  schools -  twenty-five  thousand  dollars  for  a 

single  claim. 

6.  Eighty-two  per  cent  of  the  school  boards  purchase  school  bus 
insurance  which  permits  substitution  of  vehicles  without  loss  of  protection. 

7.  School  boards  paid  $82,903.88  for  school  bus  insurance  in  1954. 

8.  Insurance  companies  paid  $600  in  settlement  of  claims  arising 
out  of  the  use  of  school  buses  in  19  54. 
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9.  Insurance  companies  returned  in  settlement  of  claims  arising 
in  19  54,  seventy-five  cents  out  of  every  one  hundred  dollars  school  board 
paid  for  school  bus  insurance - a  return  of  three-quarters  of  one  per 


cent. 
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CHAPTER  V 


MISCELLANEOUS  INSURANCE  PRACTICES  IN  ALBERTA 

Respondents  were  asked  to  report  on  a  number  of  types  of  insurance 
known  to  be  carried  by  individual  school  boards  and  to  add  other  types  of 
insurance  carried  but  not  listed  in  the  questionnaire.  Generally  speaking, 
the  cost  of  any  one  of  the  miscellaneous  types  of  insurance  reported  on  was 
small  compared  to  the  cost  of  fire  insurance  or  school  bus  insurance. 

Also,  the  purchase  of  miscellaneous  types  of  insurance  (with  the  exception 
of  secretary-treasurer's  bonds  and  premises  liability  insurance)  was  limited 
to  relatively  few  school  boards. 

Boiler  insurance.  Boiler  insurance  is  sometimes  carried  by 
owners  of  steam  heating  equipment  to  protect  them  against  loss  due  to 
boiler  failure  causing  damage  to  buildings  and  equipment.  No  school  board 
reported  that  it  carried  boiler  insurance  nor  had  it  sustained  loss  due  to 
boiler  failure.  Periodic  boiler  inspection  by  government  inspectors,  and 
rigid  enforcement  of  regulations  pertaining  to  the  operation  and  mainten¬ 
ance  of  steam  boilers  may  be  considered  by  school  boards  to  be  sufficient 
assurance  that  loss  due  to  boiler  failure  is  extremely  unlikely. 

Insurance  against  loss  by  tornado,  cyclone  or  other  type  of  wind¬ 
storm,  including  hail.  Storm  insurance  is  a  type  of  insurance  which  re¬ 
imburses  the  owner  for  damage  to  buildings  caused  by  high  winds  or  hail. 

It  is  frequently  included  under  a  special  clause  in  fire  insurance  policies 
— --  a  fact  which  was  reported  by  four  respondents.  Seven  other  school 
boards  reported  that  they  carried  storm  insurance  but  made  no  mention  of 
premiums.  The  total  damage  reported  due  to  storms  during  the  years 
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1945  to  1954  inclusive  was  seventeen  hundred  dollars. 

Playground  and  premises  liability  insurance.  Most  accidents 
which  occur  at  school  are  not  in  any  way  due  to  neglect  on  the  part  of  the 
school  board,  nor  are  they  due  to  any  lack  of  reasonably  careful  supervision; 
but  there  is  always  the  possibility  of  accidents  occurring  due  to  faulty  equip¬ 
ment,  neglect,  or  lack  of  proper  supervision.  Such  accidents  may  give 
rise  to  claims  against  the  school  board  for  damages.  To  protect  themselves 
against  loss  as  a  result  of  court  action,  many  school  boards  carry  a  type 
of  insurance  known  as  Playground  and  Premises  Liability  Insurance. 

Liability  insurance  does  not  automatically  reimburse  the  injured  just  be¬ 
cause  he  sustained  injury.  The  injured  must  take  court  action  and  prove 
responsibility  or  neglect  on  the  part  of  another  party,  say,  a  school  board. 
Liability  insurance  is  not  to  be  confused  with  accident  insurance  which  re¬ 
imburses  the  injured  regardless  of  who  was  at  fault.  Accident  insurance 
is  paid  automatically  as  a  result  of  an  accident;  liability  insurance  is  paid 
on  behalf  of  the  insured  if  he  has  been  sued  and  proven  liable. 

Table  15  shows  that  ninety-six  per  cent  of  the  school  boards 
reported  on  carry  playground  and  premises  liability  insurance.  Only  one 
school  board  reported  definitely  that  it  did  not  carry  this  type  of  liability 
insurance.  The  fact  that  school  boards  tend  to  carry  playground  and 
premises  liability  insurance  does  not  prove  that  the  risk  of  loss  due  to 
court  action  is  great;  it  does,  however,  indicate  that  school  board  members 
rest  easier  of  mind  knowing  that,  should  claims  for  damages  arise,  they 
will  have  the  expert  services  of  the  insurance  company's  adjusters  and  legal 
personnel  and  that  they,  themselves,  will  not  have  to  deal  directly  with  the 
parents.  The  fact  that  parents  presenting  claims  for  damages  must  deal 
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TABLE  15 


PLAYGROUND  AND  PREMISES  LIABILITY  INSURANCE, 
FIFTY-ONE  SCHOOL  UNITS,  ALBERTA,  1954 


Insurance  coverage 

No.  of 
school  units 

Percentage  of 
school  units 

Carry  insurance 

49 

96 

Do  not  carry  insurance 

1 

2 

Did  not  answer  question 

i 

2 

No.  schools  reported  for 

51 

100 

through  their  own  lawyers  with  the  insurance  company,  and  not  directly  with 
school  board  members,  some  of  whom  they  may  know,  undoubtedly  deters 
many  from  presenting  numerous  doubtful  claims. 

Forty -five  school  boards  reported  that  they  carried  the  amounts  of 
playground  and  premises  liability  insurance  shown  in  Table  16.  The  first 
figure  expresses  in  thousands  of  dollars  the  maximum  amount  for  which 
the  insurance  company  may  become  liable  for  a  single  claim,  and  the  second 
figure  expresses  in  thousands  of  dollars  the  maximum  amount  for  which  the 
insurance  company  may  become  liable  for  one  accident  involving  several 
claims.  The  amounts  of  liability  coverage  carried  vary  from  five  thousand 
dollars  with  respect  to  a  single  claim  to  five  hundred  thousand  dollars  with 
respect  to  one  accident  involving  several  claims. 

The  school  boards  reported  that  they  paid  $10,430.49  for  play¬ 


ground  and  premises  liability  insurance  in  1954  and  that  insurance  companies 
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TABLE  16 

AMOUNT  OF  PLAYGROUND  AND  PREMISES  LIABILITY  INSURANCE 
CARRIED,  FORTY -FIVE  SCHOOL  UNITS,  ALBERTA,  1954 


Limits  of  liability  coverage  with  respect 
to  a  single  claim,  and  with  respect  to  one 
accident  expressed  in  thousands  of  dollars 

Number  of  school 
units  carrying 
amt.  of  insurance 

5  /  10 

10 

5/20 

1 

10  /  * 

1 

10  /  20 

4 

10  /  40 

1 

10  /  50 

4 

10  /  100 

1 

20  /  * 

1 

20  /  40 

3 

20  /  100 

1 

25  /  * 

1 

25  /  50 

4 

25  /  100 

2 

30  /  50 

1 

50  /  * 

1 

50  /  100 

6 

50  /  500 

I 

100  /  200 

1 

500  /  * 

1 

Total  number  schools  reported  for 

45 

*  No  figure  reported 


paid  $4  5  in  settlement  of  claims  arising  during  the  same  year.  From  the 
figures  reported  it  appears  that  insurance  companies  returned  in  settlement 
of  claims  45  cents  out  of  every  100  dollars  that  school  boards  paid  in 
premiums.  However,  it  was  also  reported  that  in  19  55  a  claim  for  damages 
had  been  filed  as  a  result  of  injuries  sustained  due  to  an  accident  occurring 
on  a  playground  in  19  54.  1  The  amount  of  damages  asked  for  in  the  claim 


1  Notice  of  claims  for  damages  amounting  to  $10,000  was  filed  in 
19  55  as  a  result  of  a  playground  accident  occurring  in  Rocky  Mountain 
S .  D.  #1  5  in  1954.  The  case  was  still  pending  in  March,  1956. 
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was  ten  thousand  dollars.  Should  the  courts  decide  in  favor  of  the  plaintiff 
and  award  damages  to  the  extent  of  ten  thousand  dollars  (the  case  is  to  come 
before  the  court  in  the  Spring  of  1956)  insurance  companies  will  have  paid 
out  practically  all  of  the  premiums  they  received  in  19  54  in  settlement  of 
claims  arising  out  of  accidents  occurring  in  the  same  year.  On  the  other 
hand,  if  the  plaintiff's  claim  is  not  upheld  by  law,  or  if  the  plaintiff  is 
awarded  a  nominal  sum,  say,  actual  expenses,  the  percentage  of  premiums 
returned  in  settlement  of  claims  arising  in  19  54  will  remain  relatively 
small.  School  boards  will  be  well  advised  to  follow  this  case  through  the 
courts  as  the  judge's  decision  will  give  a  good  indication  of  the  attitude  of 
Alberta's  courts  toward  school  board  liability  with  respect  to  accidents 
occurring  on  school  premises. 

Respondents  were  asked  to  report  the  total  amount  paid  out  by 
insurance  companies  on  behalf  of  school  boards  carrying  playground  and 
premises  liability  insurance  during  the  years  1945  -  1954  inclusive.  Ten 
school  boards  reported  that  insurance  companies  had  paid  a  total  of  $3,882 
in  settlement  of  claims  during  the  ten-year  period  under  review.  Twenty- 
seven  school  boards  reported  that  insurance  companies  had  not  made  any 
payments  during  the  stated  period.  The  remaining  school  boards  (2  5.  5  per 
cent)  either  failed  to  report  or  reported  that  they  did  not  have  the  necessary 
information. 

On  the  basis  of  premiums  reported  for  1954,  the  writer  estimates 
that  school  boards  paid  approximately  one  hundred  thousand  dollars  for 
playground  and  premises  liability  insurance  during  the  ten-year  period, 

1945  -  1954.  The  reported  amount  of  claims  paid  ($3,  882)  indicates  that 
insurance  companies  paid  out  approximately  4  per  cent  of  the  premiums 
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received  in  settlement  of  claims  arising  during  the  same  period.  The 
indicated  percentage  of  premiums  paid  in  settlement  of  claims  may  not  be 
correct,  due  to  the  fact  that  25  per  cent  of  the  school  boards  failed  to 
report.  It  may  be  argued,  however,  that  4  per  cent  is  a  close  estimate 
of  the  amount  of  premiums  returned  in  settlement  of  claims  since  respon¬ 
dents  would  tend  to  remember  large  payments  and  report  them. 

Dr.  W.  H.  Swift,  Deputy  Minister  of  Education  for  Alberta,  made 
a  survey  of  claims  against  Alberta  school  boards  and  their  employees 
during  1954  and  reported  thereon  to  the  Alberta  Trustees  Association  in 
October,  1955.  Dr.  Swift's  survey  revealed  that  seventy- seven  claims 
for  damages  or  recompense  from  Division,  or  County,  school  boards  were 
made  in  19  54.  °  Thirteen  of  the  claims  made  did  not  involve  injury  to 
persons.  Claims  arising  out  of  the  operation  of  school  buses  were  not 
included  in  the  survey.  The  total  amount  paid  by  way  of  recompense  was 
$1,525.  50.  Although  Dr.  Swift's  survey  does  not  permit  close  comparison 
with  the  present  study  due  to  the  wider  range  of  claims  on  which  he 
reported,  the  fact  that  he  reported  only  fifteen  hundred  dollars  paid  out 
in  settlement  of  all  types  of  claims  which  might  be  brought  against  school 
boards  (claims  arising  out  of  the  operation  of  school  buses  excepted) 
tends  to  substantiate  the  low  claim -premium  ratio  reported  throughout 
the  present  study.  In  view  of  the  small  amounts  actually  paid  out  in  settle¬ 
ment  of  claims,  as  reported  in  Dr.  Swift's  study,  school  boards  appear 
to  be  paying  excessive  premiums  for  the  protection  they  receive.  Except 
for  ten  school  boards  (22  per  cent)  who  reported  the  lowest  insurance 
coverage  (five  to  ten  thousand  dollars)  there  does  not  appear  to  be  any 

2  Information  obtained  from  Dr.  Swift's  survey  returns  which  were 
loaned  to  the  writer. 
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general  agreement  among  school  boards  as  to  what  constitutes  reasonable 
and  adequate  playground  and  premises  liability  insurance.  The  large 
variations  in  amounts  of  insurance  carried  suggest  that  school  boards  have 
given  but  little  consideration  to  what  constitutes  reasonable  and  adequate 
playground  and  premises  liability  coverage.  School  boards  may  obtain  some 
direction  as  to  what  amounts  of  insurance  might  be  considered  reasonable 
by  examining  their  own  practices.  Their  median  practice  is  revealed 
in  Table  16  to  be  that  of  carrying  liability  insurance  with  twenty  and  fifty 
thousand  dollar  limits;  but  median  practice  is  not  necessarily  good 
practice.  School  boards  might  also  study  their  own  insurance  experience 
which  would  probably  reveal  that  adequate  coverage  could  be  provided 
by  carrying  liability  insurance  to  the  extent  of  ten  thousand  dollars  with 
respect  to  one  claim,  since  this  is  the  largest  claim  which  has  been  made 
against  a  school  division. 

Further  direction  might  be  obtained  by  examining  The  Highway 
Traffic  Vehicles  Act  which  sets  forth  the  amounts  of  passenger  hazard 
liability  insurance  which  are  deemed  to  be  sufficient  protection  against 
claims  arising  out  of  injury  to  school  children.  It  would  seem  reasonable 
to  suppose  that  if  passenger  hazard  liability  insurance  with  maximum  limits 
of  ten  and  fifty  thousand  dollars  is  sufficient  coverage  to  carry  with  respect 
to  a  12-passenger  bus,  an  equal  amount  of  insurance  should  provide  ample 
playground  and  premises  liability  protection,  since  it  will  be  generally 
agreed  that  highway  travel  is  fraught  with  more  dangers  than  school  atten¬ 
dance. 

Employer's  liability  insurance.  The  liability  of  a  school  board  for 
injuries  sustained  by  its  employees  (janitors,  repair  men,  teachers,  and  so 
on)  is  not  insured  by  policies  of  playground  and  premises  liability  insurance. 
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A  school  board  may,  however,  protect  itself  against  claims  arising  out  of 
accidents  occurring  to  its  employees  in  the  regular  performance  of  their 
duties  by  purchasing  a  special  type  of  coverage  known  as  Employer's 
Liability  Insurance. 

Twenty-two  school  boards  (43  per  cent)  reported  that  they  carrie 
employer's  liability  insurance  with  respect  to  certain  classes  of  employ¬ 
ees;  and  the  remaining  school  boards  (57  per  cent)  reported  that  they 
did  not  carry  this  form  of  insurance.  The  classes  of  employees  for 
which  employer's  liability  coverage  was  reported  is  given  in  Table  17. 

Table  17  reveals  that  school  boards  which  did  not  report  that 
all  employees  were  covered  by  employer's  liability  insurance  reported 
coverage  most  frequently  for  teachers  and  secretaries.  Thus  it  would 
appear  that  86  per  cent  of  the  school  boards  carrying  employer's  liability 
insurance  are  protected  against  loss  due  to  claims  arising  as  a  result  of 
accidents  occurring  during  regular  performance  of  the  duties  of  secre¬ 
taries  and  teachers.  It  is  also  interesting  to  note  that  one  school  board, 
at  least,  is  protected  against  claims  for  damages  which  might  arise  as 
a  result  of  the  performance  of  duties  on  behalf  of  the  board  by  the 
Superintendent  of  Schools. 

The  amount  of  premiums  paid  for  employer's  liability  insurance 
in  19  54  was  stated  by  sixteen  school  boards..  Four  school  boards  stated 
that  the  premiums  were  included  with  those  of  a  comprehensive  policy, 
and  two  respondents  failed  to  answer  the  question.  The  total  amount  of 
premiums  reported  chargeable  to  1954  accounts  was  $2,705.64,  and  the 
total  amount  of  claims  paid  by  insurance  companies  for  the  same  period 
was  reported  as  $90.00.  No  claims  were  reported  for  1954  for  which  the 
school  board  lacked  coverage. 
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TABLE  17 

EMPLOYEES  COVERED  BY  EMPLOYER'S  LIABILITY  INSURANCE, 
TWENTY -TWO  SCHOOL  UNITS,  ALBERTA,  19  54 


Classification  of  employees 

Number  of  school  units 
reporting  coverage 

Teachers 

10 

Teachers  on  circuits  but  not  other  teachers 

1 

Caretaker  s 

6 

Bus  drivers 

5 

Secretarie  s 

10 

Repair  man  only  -  no  others 

2 

Superintendent 

1 

T  rustee  s 

4 

All  employees  except  those  covered  by 

Workmen's  Compensation 

1 

All  employees 

8 

Glass  Insurance.  Glass  insurance  is  not  generally  carried  by  Alberta 
School  Divisions  and  Counties.  Of  the  four  school  units  reporting  glass  insur¬ 
ance,  two  reported  that  glass  was  insured  under  a  comprehensive  policy  for 
storm  damage  only;  one  reported  that  only  the  plate  glass  was  insured;  and 
the  remaining  school  units  reported  that  only  the  plate  glass  in  the  Divisional 
Office  was  insured.  The  total  amount  of  insurance  premiums  reported  charge¬ 
able  to  1954  school  accounts  was  $45.46.  N  losses  were  reported. 
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Theft,  robbery,  and  pilferage  insurance.  Three  school  boards 
reported  that  they  carried  theft,  robbery,  and  pilferage  insurance.  The 
total  amount  of  premiums  chargeable  to  1954  school  accounts  was  $103.00. 

No  losses  were  reported  by  the  insured  school  units. 

A  respondent  reporting  for  a  school  board  which  did  not  carry  theft 
insurance  stated  that  twenty  typewriters  had  been  stolen  in  1954,  seventeen 
of  which  had  been  recovered.  The  net  loss  reported  was  $412.  50.  No 
other  losses  were  reported. 

Pupil  accident  insurance.  Many  people  fail  to  make  a  clear  dis¬ 
tinction  between  accident  insurance  and  liability  insurance.  Liability 
insurance  is  carried  to  protect  the  insured  against  damages  assessed  by  a 
court  as  the  result  of  some  action,  or  neglect,  for  which  the  insured  has  been 
probed  to  be  responsible.  Accident  insurance,  on  the  other  hand,  provides 
compensation  for  the  injured  regardless  of  who  was  at  fault.  Accident 
insurance  is  usually  paid  on  receipt  of  a  doctor's  certificate  stating  the 
extent  of  the  injuries  sustained.  Pupil  accident  insurance  policies  insure 
children  only  while  at  school  and  while  going  to  and  from  school.  School 
boards  may  carry  pupil  accident  insurance  to  reimburse  parents  for 
expenses  incurred  as  a  result  of  accidents  to  children  attending  school,  or 
the  parents,  themselves,  may  carry  accident  insurance  for  their  own  pro¬ 
tection.  The  number  of  school  boards  carrying  accident  insurance,  the 
premiums  paid,  and  the  claims  paid,  are  reported  in  Table  18. 

Relatively  few  school  boards,  as  shown  in  Table  18,  carried  pupil 
accident  insurance.  Those  who  did  carry  insurance  paid  more  than  four 
times  as  much  in  premiums  as  the  insuring  companies  did  in  settlement  of 
claims.  The  low  claim-premium  ratio  (24  per  cent)  suggests  that  accident 
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TABLE  18 

PUPIL  ACCIDENT  INSURANCE,  FIFTY-ONE  SCHOOL  UNITS, 

ALBERTA,  19  54 


No.  school 
units 

Premiums 

paid 

Claims  paid  by 
insurance  co.  's 

School  units  carrying 

accident  insurance 

4 

$2,894.40 

$690. 70 

Do  not  carry  accident 

insurance 

45 

Did  not  answer  question 

2 

Total 

51 

$2, 894.40 

$690. 70 

insurance  places  an  unnecessary  financial  burden  on  school  boards;  the 
high  percentage  of  school  boards  who  do  not  carry  pupil  accident  insurance 
(at  least  88  per  cent)  suggests  that  school  boards  should  not  be  carrying 
this  form  of  insurance  at  all. 

Why  do  a  few  school  boards  carry  pupil  accident  insurance? 
Parents  are  concerned  about  the  welfare  of  their  children  when  they  are 
away  from  home.  Parents  may  not  give  particularly  close  supervision 
themselves;  they  frequently  allow  their  children  to  play  rough  games  with¬ 
out  supervision,  drive  trucks  and  tractors,  swing  in  trees,  play  on  the 
streets,  and  engage  in  countless  activities  around  the  home  and  the  farm 
that  are  more  hazardous  than  school  attendance;  but  when  the  children  are 
at  school,  the  parents  are  concerned;  they  want  the  children  supervised; 
they  want  them  protected.  Parents  support  the  school  through  taxes,  and 
they  feel  that,  since  the  children  must  go  to  school,  they  have  the  right  to 
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make  certain  demands  on  the  school.  The  demands  which  parents  have 

made  for  reimbursement  when  children  have  been  injured  have  led  some 

school  boards  to  provide  pupil  accident  insurance.  Clearly,  school  boards 

have  the  right  to  carry  liability  insurance  to  protect  themselves  against 

3 

claims  for  damages;  but  the  right  to  carry  insurance  which  reimburses 
others  without  furnishing  the  school  board  protection  is  not  so  clearly 
defined. 

If  school  boards  do  not  wish  to  carry  pupil  accident  insurance, 
what  are  the  alternatives?  School  boards  may  point  out  that  school 
attendance  is  relatively  safe  and  ignore  parental  pressure,  or  they  may 
make  provision  through  their  organization  for  parents  to  purchase  pupil 
accident  insurance  on  a  voluntary  basis.  That  is,  school  boards  may 
arrange  with  companies  writing  pupil  accident  insurance  to  distribute 
through  the  schools  literature  describing  pupil  accident  insurance  and 
telling  parents  how  to  obtain  the  insurance.  Parents  who  wish  to  partici¬ 
pate  in  the  insurance  plan  signify  their  intention  in  writing  and  send  the 
premiums  to  the  school.  In  this  way,  pupil  accident  insurance  may  be 
obtained  at  a  cost  of  a  very  few  cents  per  month  to  parents  desiring  such 
coverage.  The  provision  of  pupil  accident  insurance  on  a  voluntary  basis 
saves  the  school  board  considerable  expense  and,  at  the  same  time,  throws 
the  onus  of  responsibility  for  carrying  pupil  accident  insurance  onto  the 
parents,  where  many  people  believe  it  belongs. 

A  general  demand  for  insurance  that  would  reimburse  parents  for 
expenses  incurred  through  injury  to  children  attending  school  has,  within 

^  An  Act  Respecting  Schools,  Department  of  Education,  Province 
of  Alberta,  1952.  Sec.  175(c),  pT~5Z. 
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the  past  few  months,  led  several  school  boards  to  make  provision  for 
parents  to  purchase  pupil  accident  insurance  on  a  voluntary  basis.  ^  The 
growing  demand  for  accident  insurance  came  with  the  realization  on  the 
part  of  many  parents  that  liability  insurance  was  not  what  they  thought  it 
was.  Many  parents  had  been  content  knowing  that  school  boards  carried 
liability  insurance;  but  when  they  learned,  as  a  result  of  asking  school 
boards  to  reimburse  them  for  expenses  incurred  due  to  accidents  to  their 
children  at  school,  that  liability  insurance  does  not  automatically  pay 
hospital  bills,  doctor's  bills,  and  such,  they  demanded  accident  insurance. 
The  school  boards  argued  that  they  should  carry  liability  insurance  to 
protect  themselves  against  claims  for  damages,  that  blanket  accident 
insurance  policies  would  be  wasteful  because  some  children  were  already 
covered  by  family  accident  policies,  that  once  introduced,  public  pressure 
would  force  them  to  continue  to  carry  pupil  insurance  policies  even  if 
premiums  rose  beyond  an  amount  school  boards  were  prepared  to  pay. 

As  a  result  of  parental  demand  and  school  board  reasoning,  provisions 
were  made  for  parents  to  purchase  pupil  accident  insurance  on  a  voluntary 
basis.  At  least  two  purposes  were  served  by  the  decisions:  parents  sub¬ 
scribing  to  the  insurance  plan  were  relieved  of  worries  concerning  possible 
expenses  in  connection  with  accidents  which  might  befall  their  children 
while  attending  school,  school  boards  were  relieved  of  embarrassment 
growing  out  of  situations  in  which  they  found  themselves  in  sympathy  with 

4  Red  Deer  S.  D.  ,  No.  35,  Red  Deer  S.  D.,  No.  104,  Lacombe  S.  D., 
No.  56,  Red  Deer  S.  D.  ,  No.  17,  and  Rocky  Mountain  S.  D.  ,  No.  15,  adopted 
a  voluntary  pupil  accident  insurance  plan  underwritten  by  Canada  Health  & 
Accident  Assurance  Corporation,  Waterloo,  Ontario,  early  in  1956. 
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the  parent  of  an  injured  child  but  unable  to  provide  financial  assistance.  In 
view  of  what  appears  to  be  a  growing  demand  on  the  part  of  many  parents  for 
pupil  accident  insurance,  school  boards  might  give  careful  consideration  to 
plans  which  provide  parents  with  an  opportunity  to  purchase  pupil  accident 
insurance  through  the  school,  at  low  cost  and  on  a  voluntary  basis. 

Secretary-treasurer's  bond.  Section  194  of  the  School  Act  require 
that  the  treasurer  of  every  school  division  shall  be  bonded  and  that  the 
Minister  shall  deduct  the  amount  of  the  bond  from  grants  due  the  school 
unit.  The  amounts  reported  deductible  from  school  accounts  are  given  in 
Table  19  which  shows  that  school  boards  paid  seven  hundred  fifty  dollars 
for  secretary-treasurer's  bonds  in  1954.  Table  19  also  indicates  a  marked 
tendency  on  the  part  of  the  Department  of  Education  to  bond  treasurers  for 
uniform  amounts  and  to  make  uniform  premium  deductions.  The  Depart¬ 
ment's  policy,  as  outlined  to  the  writer  by  the  Field  Administrator,  is  to 
bond  treasurers  for  five  thousand  dollars  unless  requested  by  the  school 
board  to  increase  the  amount  of  the  bond. 

School  boards  were  asked  to  report  any  losses  occurring  during 

the  history  of  the  Division  or  County.  One  loss  was  reported  -  and  that 

for  $33,  115.76.  The  amount  recovered  from  the  insurance  company  was 
five  thousand  dollars,  leaving  a  net  loss  to  the  school  unit  of  $28,  115.  76. 

The  loss  to  the  insurance  company  was  equal  to  seven  times  the  amount 
collected  in  bond  premiums  during  the  year  in  which  the  loss  occurred. 
But  school  divisions  have  been  in  operation  nearly  twenty  years 
and  have  paid  (it  is  estimated  by  the  writer)  at  least  ten  thousand 
dollars  in  bond  premiums.  Thus  it  would  seem  reasonable  to  estimate 
that  the  loss  to  the  insurance  company  was  somewhat  less  than  one-half  the 

5 

An  Act  Respecting  Schools,  op.  cit.  ,  Sec.  194,  p.  b2. 
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amount  collected  from  school  boards  since  they  came  into  being. 

TABLE  19 

SECRETARY- TREASURER'S  BOND,  FIFTY-ONE  SCHOOL  UNITS, 

ALBERTA,  1954 


Number  of 
school  units 

Premiums 
paid,  total 

School  units  reporting 
$11.  00  premium 

34 

$374.  00 

School  emits  reporting 
other  premiums 

9 

288. 82 

School  units  not  reporting 
premium 

8 

jt. 

o 

o 

00 

00 

Total 

51 

$750. 82 

*  Estimate  based  on  $11.00  per  year . 


From  the  standpoint  of  school  boards  the  loss  presents  a  somewhat 
different  picture.  School  boards  collectively,  the  writer  estimates,  have 
paid  since  school  divisions  came  into  being  more  than  twice  the  amount 
that  was  collected  in  insurance  and  still  sustained  an  additional  net  loss  of 
more  than  double  the  premiums  paid.  Did  the  fault  lie  in  the  amount  for 
which  the  treasurer  was  bonded?  Apparently  not,  since  the  Department  of 
Education  normally  continues  to  bond  treasurers  for  five  thousand  dollars. 
The  fault,  then,  may  have  been  in  the  accounting  system  and,  if  it  was, 
school  boards  can  do  much  to  prevent  similar  defalcations  by  giving  greater 
attention  themselves  to  school  finances  and  by  hiring  as  auditors  only 
chartered  accountants  (as  it  is  implied  they  6hould  by  the  School  Act)  who 


6  Ibid.  ,  Sec.  203(2),  p.  64. 
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will  be  able  to  detect  irregular  practices  before  they  get  out  of  hand. 

Other  insurance  coverage.  Respondents  were  asked  to  report 
other  forms  of  insurance  carried  by  school  boards  but  not  dealt  with  specif¬ 
ically  in  the  questionnaire.  Seven  school  boards  reported  that  they  carried 
the  forms  of  insurance  listed  in  Table  20. 

TABLE  20 

OTHER  INSURANCE,  SEVEN  SCHOOL  UNITS,  ALBERTA,  1954 


Form  of  insurance  reported 

No.  of 
school  units 

Total  premiums 
reported 

Camera  floater 

2 

$145.  00 

Typewriter  floater 

1 

8.  00 

School  patrol 

2 

55.  00 

Trustee  accident 

1 

25.  00 

Repair  truck 

1 

71.  00 

Stenographer's  bond 

1 

11.  00* 

Contractor's  bond 

I 

53.  75 

Neon  sign 

1 

6.  64 

Total 

$375.  39 

*  Estimated  premium  same  as  treasurer's  bond. 


Floater  policies,  reported  by  three  school  boards,  commonly  cover 
loss  of  articles  by  fire  or  theft  regardless  of  their  location  at  the  time  of 
the  loss.  Relatively  small  and  valuable  pieces  of  equipment  which  are  fre¬ 
quently  moved  from  school  to  school  are  sometimes  covered  by  this  form 
of  insurance.  School  patrol  insurance  is  a  special  form  of  insurance  which 
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school  boards  may  take  out  to  protect  themselves  against  claims  for  damages 
arising  out  of  injury  to  pupils  performing  patrol  duty  at  street  intersections 
adjacent  to  the  school.  It  usually  carries  an  accident  clause  providing  for 
reimbursement  of  the  injured.  Contractor's  insurance  is  a  form  of  insurance 
sometimes  carried  by  organizations  hiring  contractors  to  construct  or 
repair  buildings.  It  protects  the  organization  against  claims  for  damages 
arising  out  of  accidents  to  workmen  in  the  performance  of  their  duties. 

The  total  amount  of  premiums  paid  in  19  54  for  the  variety  of 
insurance  coverage  reported  in  Table  20  was  slightly  in  excess  of  three 
hundred  seventy-five  dollars.  The  only  loss  reported  was  in  connection 
with  the  repair  truck.  The  loss  amounted  to  sixteen  dollars  which  was  re¬ 
covered  from  the  insurance  company.  Thus  for  the  variety  of  coverage 
reported,  the  insuring  companies  paid  back  in  settlement  of  claims  approx¬ 
imately  4.  3  per  cent  of  the  premiums  paid  by  the  school  boards. 

The  preceding  discussion  may  now  be  summarized. 

1.  No  school  board  reported  that  it  carried  boiler  insurance. 

2.  Eleven  school  boards  carrying  storm  insurance  reported  that 
the  total  damage  due  to  storms  during  the  ten-year  period  1945  -  1954  was 
seventeen  hundred  dollars. 

3.  Playground  and  premises  liability  insurance  is  carried  by 

96  per  cent  of  the  school  boards.  Premiums  for  1954  amounted  to  $10,430.49 
and  losses  paid  by  insurance  companies  for  the  same  period  amounted  to  $45. 

4.  Insurance  companies  returned  in  settlement  of  claims  45  cents 
out  of  every  100  dollars  school  boards  paid  for  playground  and  premises 
liability  insurance  in  1954.  (A  claim  for  $10,000  damages  as  a  result  of  a 
playground  accident  occurring  in  1954  had  not  been  settled  by  the  court 
March  26,  1956.  ) 
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5.  Employer's  liability  insurance  is  carried  by  43  per  cent  of 
the  school  boards.  Of  the  schools  carrying  this  form  of  insurance,  86  per 
cent  carry  policies  covering  secretaries  and  teachers. 

6.  Premiums  chargeable  to  19  54  school  accounts  for  employer's 
liability  insurance  amounted  to  $2,  705.  64,  and  losses  paid  for  the  same 
period  amounted  to  ninety  dollars  — —  3.  3  per  cent  of  the  premiums. 

7.  Glass  insurance  is  not  generally  carried  by  Alberta  School 
Divisions  and  Counties. 

8.  Only  four  schoolboards  (8  per  cent)  reported  that  they  carried 
pupil  accident  insurance.  Premiums  for  1954  were  reported  as  $2,894.40 

and  claims  paid  for  the  same  period  were  reported  as  $690. 70  -  25  per 

cent  of  the  premiums. 

9.  There  appears  to  be  a  tendency  on  the  part  of  school  boards 

to  make  provision  for  parents  to  purchase  pupil  accident  insurance  through 
the  school  on  a  voluntary  basis. 

10.  Premiums  paid  by  school  boards  for  treasurers'  bonds  in  1954 
amounted  to  seven  hundred  fifty  dollars.  No  losses  were  reported  in  1954. 

11.  The  only  loss  reported  due  to  the  defalcation  of  a  treasurer 
since  large  school  units  came  into  being  occurred  previous  to  1954.  The 

amount  lost  was  #33,  115.  76;  the  amount  recovered  from  the  bonding  company 
was  five  thousand  dollars. 

12.  Seven  school  boards  reported  eight  forms  of  insurance  not 
specifically  dealt  with  in  the  questionnaire.  The  total  amount  paid  in 

premiums  was  $375.  39,  and  the  amount  returned  in  settlement  of  claims 
was  sixteen  dollars -  4.3  per  cent  of  premiums. 
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CHAPTER  VI 


THE  QUESTIONNAIRE  SUMMARY 

A  short  summary  consisting  of  three  questions  (see  Appendix) 
was  placed  at  the  end  of  the  questionnaire  to  serve  as  a  check  on  the  financial 
data  which  respondents  had  supplied  and  to  help  determine  what  percentage 
of  school  costs  insurance  premiums  represented.  In  this  summary  school 
boards  were  asked  to  report  the  total  of  all  insurance  premiums  chargeable 
to  19  54  school  accounts,  the  total  of  all  claims  paid  to,  or  on  behalf  of, 
the  school  system  for  the  same  year,  and  the  operational  cost  of  the 
school  system  for  1954.  Sixteen  different  school  systems  reported  total 
claims,  forty-two  school  systems  reported  total  premiums,  and  forty- six 
school  systems  reported  operational  costs.  For  those  school  systems  not 
reporting  totals  in  the  summary,  total  insurance  premiums  and  claims 
paid  were  calculated  from  amounts  reported  under  the  separate  forms  of 
insurance.  These  sums  were  then  added  to  the  totals  reported  in  the 
summary.  Operational  costs  not  reported  by  school  boards  were  obtained 
from  the  Forty-Ninth  Annual  Report  of  the  Department  of  Education  and 
added  to  those  reported,  giving  a  total  of  nearly  twenty-five  million  dollars. 
Premiums  and  claims  paid,  as  reported  in  the  summary,  were  then  com¬ 
pared  with  the  totals  reported  separately  for  the  various  forms  of  insurance 
to  see  whether  any  great  discrepancies  in  reporting  costs  and  claims  existed. 
The  totals  thus  obtained  are  set  forth  in  Table  21.  The  total  operational 
cost  of  the  school  systems  and  the  total  amount  paid  out  in  premiums  were 


Forty-Ninth  Annual  Report  of  the  Department  of  Education, 
Province  of  Alberta,  1 9 64 .  Table  No.  27(b),  p^  149  • 
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TABLE  21 


TOTAL  COST  OF  INSURANCE  AND  TOTAL  CLAIMS  PAID  AS  REPORTED 
IN  SUMMARY  AND  AS  REPORTED  SEPARATELY  FOR  VARIOUS  FORMS 
OF  INSURANCE,  FIFTY -ONE  SCHOOL  UNITS,  ALBERTA,  19  54 


As  reported  in 
summary* 

As  reported  for 
separate  forms 
of  insurance 

Premiums  chargeable  to 

1954  school  accounts 

$247, 932.  54 

$240, 520. 10 

Claims  paid  to  or  on  behalf 

of  the  school  system,  1954 

78, 091. 35 

78, 364. 70 

*  Amounts  adjusted  for  school  units  not  reporting  totals  in  summary. 


used  to  calculate  the  percentage  of  school  costs  represented  by  insurance 
premiums . 

Table  21  discloses  that  the  insurance  premiums  chargeable  to 
1954  school  accounts  were  reported  in  summary  and  under  separate  forms 
of  insurance  as  $247,932,54  and  $240,520.  10  respectively.  The  difference 
in  the  reported  cost  of  insurance  as  obtained  from  the  two  sources  may  have 
been  due  to  failure  on  the  part  of  some  respondents  to  report  premiums 
for  certain  forms  of  insurance.  The  amount  of  claims  paid  as  reported 
in  summary  and  the  amount  of  claims  paid  as  reported  for  separate  forms 
of  insurance,  $78,091. 35  and  $78,  364.  70  are  more  closely  in  agreement. 

If  the  cost  of  school  insurance  is  taken  as  two  hundred  forty 
thousand  dollars  and  the  amount  of  claims  paid  by  insurance  companies  as 
eighty  thousand  dollars,  it  becomes  apparent  that  the  school  systems  reported 
on  received  a  return  of  only  33  cents  on  every  dollar  invested  in  school 
insurance  in  1954.  On  the  basis  of  these  figures  it  would  appear  that 
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Alberta  Division  and  County  School  Systems  working  co-operatively  and 
using  current  insurance  rates  could  carry  their  own  insurance  as  a  group, 
pay  their  members  eighty  thousand  dollars  a  year  in  settlement  of  claims, 
and  still  have  one  hundred  sixty  thousand  dollars  a  year  out  of  which  to 
build  a  contingency  reserve  and  pay  for  the  operation  of  their  own  insurance 
bureau.  Should  Alberta  rural  school  systems  not  wish  to  carry  their  own 
insurance,  they  could  by  pooling  their  business  and  acting  as  a  group  place 
themselves  in  a  very  strong  position  to  bargain  with  insurance  companies 
for  greatly  reduced  rates. 

The  cost  of  school  insurance  in  1954  represented  approximately 
one  per  cent  of  the  cost  of  operation  of  the  school  systems  reported.  While 
school  insurance  does  not  represent  a  large  portion  of  the  annual  budget, 
it  does  represent  a  large  item  of  expenditure  on  which  considerable  saving 
could  be  made  without  impairment  of  services.  By  pooling  their  insurance 
business,  Alberta  school  units  could  provide  themselves  with  expert  advice 
on  all  school  insurance  problems,  establish  a  uniform  school  insurance 
policy,  provide  adequate  and  effective  coverage  of  all  school  risks  insured, 
and  save  money  at  the  same  time. 


•  -  - 

t  '  -  ... 


ifrl.  \ .  «  utid  6dH  s^4ei|i 


-  .  -  -  ■  c  . 


-  -  •  -  .  t  „ 


-  ' 


<  ■  -  ■  t  . 


.  ; 

.  ,  „  ' 

i  «  j.  •>  «  :■  ui  j.c  ri .  i  iis 


<  -  -  -  -  .  •  c  \  .  .  ... 


9  i 


. 

■ 


CHAPTER  VII 


RECOMMENDATIONS 

The  fifty-one  Alberta  school  systems  paid  nearly  one-quarter 
of  a  million  dollars  for  insurance  of  all  kinds  in  1954.  They  had  returned 
to  them,  or  paid  on  their  behalf,  less  than  one  third  of  the  amount  spent 
for  premiums.  The  insurance  experience  of  Alberta  school  boards  is 
not  unique;  similar  conditions  have  been  reported  for  school  boards  in 
other  parts  of  Canada  and  United  States.  Some  of  these  school  boards 
reduced  their  insurance  costs  by  bargaining  with  insurance  companies  for 
lower  rates,  others  reduced  insurance  costs  through  state  insurance 
plans,  and  still  others  obtained  low  cost  protection  through  self-insurance. 
The  successful  experience  of  school  boards  who  have  taken  positive  steps 
to  cut  insurance  costs  should  encourage  Alberta  school  boards  to  follow 
careful  examination  of  their  own  insurance  practices  with  equally  positive 
steps  to  reduce  the  cost  of  their  school  insurance. 

School  boards  may  press  for  low  cost  insurance  individually  or 
as  a  group.  Group  action  strengthens  their  bargaining  power;  it  also 
reduces  duplication  of  costly  services  and  promotes  advantageous  proced¬ 
ures  not  practical  for  individual  school  boards.  Whether  they  seek  low 
cost  insurance  protection  individually  or  as  a  group,  school  boards  will 
find  many  of  the  recommendations  which  follow  equally  applicable. 

1.  School  boards  should  keep  complete  and  accurate  records  of 
their  insurance  costs  and  claims. 

2.  Accurate  building  and  equipment  appraisals  should  be  made 
and  kept  up  to  date  for  fire  insurance  purposes.  Blanket  fire  insurance 
policies  should  be  written  with  eighty  per  cent  co-insurance  clauses,  and 
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insurance  should  be  kept  in  force  at  the  contracted  amount. 

3.  Liability  insurance,  other  than  that  carried  on  school  buses, 
should  not  exceed  ten  thousand  dollars  for  a  single  claim  and  fifty  thousand 
dollars  for  one  accident  involving  several  claims. 

4.  Insurance  on  school-owned  buses  should  be  limited  to  fire 
insurance,  property  damage  insurance,  passenger  hazard  liability  insurance, 
and  road  hazard  liability  insurance.  Insurance  on  contract  buses  should 

be  limited  to  passenger  hazard  and  road  hazard  liability  insurance. 
Passenger  hazard  and  road  hazard  liability  insurance  carried  on  school 
buses  should  not  exceed  the  minimum  limits  set  forth  in  the  Public  Service 
Vehicles  Act,  and  property  damage  insurance  should  not  exceed  five 
thousand  dollars. 

5.  Liability  insurance  should  be  carried  on  behalf  of  teachers  to 
protect  them  against  claims  for  damages  arising  out  of  the  regular  per¬ 
formance  of  their  duties. 

6.  School  books  should  be  audited  only  by  chartered  accountant s , 
in  which  case  a  five -thousand-dollar  treasurer's  bond  would  provide 

reasonable  and  adequate  protection. 

7.  School  boards  should  not  carry  accident  insurance;  but  they 
should  make  provision  for  parents  to  purchase  pupil  accident  insurance 
through  the  school,  at  low  cost  and  on  a  voluntary  basis,  without  placing 

undue  burden  on  the  teaching  staff. 

8.  All  forms  of  liability  insurance  carried  should  be  placed 
through  one  agency  to  obtain  reduced  premiums. 

9.  All  unnecessary  insurance  coverage  should  be  eliminated. 
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10.  School  boards  should  call  for  tenders  for  school  insurance 

busines  s . 

The  foregoing  recommendations  are  equally  applicable  whether 
school  boards  continue  to  look  after  their  individual  insurance  needs  or 
choose  to  organize  so  as  to  deal  collectively  with  their  insurance  problems. 
As  a  group,  school  boards  could  pool  their  insurance  business  and  bargain 
for  reduced  rates;  or  they  could  form  their  own  company  to  underwrite 
their  insurance  needs.  It  is  with  the  latter  procedure  in  mind  that  the 
writer  invites  consideration  of  the  following  special  recommendation. 

Alberta  Division  and  County  school  boards  should  form  their 
own  insurance  company.  They  should  hire  expert  personnel  to  operate 
their  business,  adopt  uniform  insurance  practices,  and  charge  themselves 
for  insurance  at  the  same  rates  currently  charged  by  stock  insurance 
companies  for  the  first  ten  years.  After  ten  years  of  operation,  on  the 
basis  of  the  insurance  experience  reported  for  1954,  the  school  boards' 
company  should  have  acquired  a  contingency  fund  of  approximately  one 
million  dollars.  When  the  contingency  fund  reaches  one  million  dollars, 
premiums  should  be  reduced  to  the  point  where  premiums  plus  the 
earnings  of  the  contingency  fund  balance  operation  expenses  and  for  any 
year  in  which  experience  justifies  it,  premiums  should  be  eliminated 
altogether.  The  Cincinnati  school  boards  who  operated  their  own  fire 
insurance  plan  proved  that  premiums  could  be  eliminated;  there  is  every 
reason  to  believe  that  Alberta  school  boards  could,  through  self-insur¬ 
ance,  eventually  eliminate  insurance  premiums  on  all  forms  of 
insurance  they  are  obliged  to  carry. 
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APPENDIX 

QUESTIONNAIRE 


INSURANCE  PRACTICES  AND  EXPERIENCE  OF  DIVISION  AND  COUNTY 
SCHOOL  SYSTEMS  IN  THE  PROVINCE  OF  ALBERTA. 


The  purpose  of  this  questionnaire  is  to  find  out  how  school  authorities 
meet  the  problem  of  insurance.  It  is  hoped  that  an  analysis  of  the  insurance 
practice  in  this  Province  will  reveal  certain  guiding  principles  which  will  be 
of  value  to  school  boards  in  assessing  their  own  insurance  practice  and  in 
developing  a  policy  regarding  insurance  which  will  place  school  boards  above 
criticism  from  either  the  standpoint  of  expense  or  that  of  proper  and  adequate 
protection. 

It  is  hoped  that  school  secretaries  will  find  the  topic  of  sufficient 
interest  and  importance  to  take  the  time  necessary  to  fill  out  the  questionnaire 
From  the  data  supplied  by  the  secretaries,  it  will  be  possible  to  discover 
those  insurance  practices  which  seem  to  be  most  generally  accepted  by  School 
Divisions  and  Counties  in  the  Province  of  Alberta. 

An  attempt  is  being  made  to  have  a  summary  of  the  results  of  this 
questionnaire  available  in  time  for  distribution  to  secretaries  at  the  A.D.S.T.A 
short  course  in  Banff,  May  30  to  June  2. 


FIRE  INSURANCE  PRACTICE  IN  SCHOOL  DIVISIONS  AND  COUNTIES 

(Wherever  applicable,  please  use  check  marks  in  space  provided.) 

1.  Is  fire  insurance  carried  on  school  property 

such  as  buildings,  and  furniture?  YES _ NO_ 


If  the  answer  above  is  "NO"  please  answer  the 
following  questions.  Otherwise  go  on  to 
question  #2. 

What  loss  was  sustained  due  to  fire  in  the 
year  1954?  $ _ __ _ _ 

What  do  you  estimate  the  total  loss  due  to 
fire  in  the  last  ten  years,  1945  to  1954 
inclusive,  to  have  been?  $ _ 

2.  Is  all  fire  insurance  purchased  through  local 
agents?  (Live  within  School  Division) 

3.  Is  fire  insurance  purchased  through  more  than 
one  agent? 


YES _ NO 

YES  NO 
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4.  Is  the  secretary  one  of  the  agents  selling 

fire  insurance  to  the  school  system?  YES  NO 

5.  Check  the  statement  which  best  describes 
the  basis  used  by  the  School  Division  for 
allocating  its  fire  insurance  business. 

a.  Business  is  allocated  in  approximately 
the  same  ratio  as  school  taxes  paid  by 
the  various  agencies. 

b„  There  is  no  set  policy  for  allocating 
insurance  business. 


c.  Other  -  please  specify 

6.  What  amount  of  fire  insurance  is  carried?  $ 


7.  At  what  intervals  are  most  of  your  fire 
insurance  premiums  actually  paid? 

YEARLY  EVERY  2  YEARS  EVERY  3  YEARS 


8. 

What  was  the  amount  of  fire  insurance  premiums 
chargeable  to  school  accounts  for  1954? 

$ 

(For  example,  if  premiums  are  paid  every  3 
years,  the  amount  chargeable  to  school 
accounts  for  19  54  would  be  1/3  of  the  premium 
provided  no  changes  were  made  in  coverage.  ) 

9. 

Is  "specific"  insurance  written  for  each  piece 
of  property  insured  against  loss  by  fire? 

YES 

NO 

10. 

Does  a  "Blanket "  fire  insurance  policy  cover 
all  properties  within  the  geographical 
boundaries  of  the  school  unit? 

YES 

NO 

11. 

Does  the  insurance  policy  carry  an  "average 
distribution"  clause? 

YES 

NO 

12. 

Does  the  insurance  policy  carry  a  "co- 
insurance"  clause? 

YES 

NO 

13. 

What  amount  did  insurance  companies  pay  the 
School  Division,  or  County,  as  a  result  of 
losses  due  to  fire  in  1954? 

$ 

14. 

What  total  amount  have  insurance  companies  paid 
the  School  Division,  or  County,  as  a  result  of 
losses  due  to  fire  in  the  last  ten  years,  1945  to 

1954  inclusive? 

$ 
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15.  How  much  has  the  School  Division,  or  County, 
paid  out  in  insurance  premiums  in  the  last 
ten  years,  1945  to  1954  inclusive?  Estimate  $ 


INSURANCE  AGAINST  LOSS  BY 

TORNADO,  CYCLONE,  OR  OTHER  TYPE  OF  WINDSTORM  (INCLUDING  HAIL) 


1.  Amount  of  insurance  carried  in  1954.  $ 

2.  Amount  of  premiums  chargeable  to  school 

accounts  of  1954.  $ 

3.  Amount  of  loss  sustained  in  19  54.  $ 

4.  Total  of  losses  sustained  in  the  last  ten 

years,  1945  to  1954  inclusive.  Estimate  $ 


BOILER  INSURANCE 


1.  Amount  of  boiler  insurance  carried  in  1954.  $ 

2.  Amount  of  premiums  chargeable  to  school 

accounts  of  1954.  $ 

3.  Amount  of  loss  sustained  in  19  54.  $ 

4.  Total  losses  sustained  in  the  last  ten 

years,  1945  to  1954  inclusive.  Estimate  $ 


SCHOOL  VAN  INSURANCE 


1.  Are  school  vans  operated  in  the  Division,  or 

County?  YES _ NO 

2.  Please  check  school  van  risks  insured  for  vans 
owned  by  the  School  Division,  or  County.  (If 
vans  are  not  owned  by  the  school  unit,  please  go 
on  to  question  #11.  ) 

FIRE  THEFT  COLLISION _ PROPERTY  DAMAGE _ 

PUBLIC  LIABILITY:  a.  Road  Hazard  (Covers  claims 

arising  out  of  injury  or  death 
to  persons  not  passengers  on 
the  van.  )  _ 

b.  Passenger  Hazard  (Covers 
claims  arising  out  of  injury 
or  death  of  passengers  in 

the  van.  )  - 
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3.  What  amount  of  Public  Liability  Insurance  is  carried? 

4.  What  amount  of  Property  Damage  Insurance  is  carried? 

5.  Is  a  specific  policy  written  for  each  vehicle  owned  by 


10, 
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12. 


the  School  Division,  or  County? 

YES 

NO 

Is  a  "Fleet"  Policy  covering  all  vehicles  owned  by 
the  School  Division,  or  County,  in  effect? 

YES 

NO 

Are  premiums  based  on  the  average  number  of 
pupils  carried  during  the  policy  year? 

YES 

NO 

If  a  particular  school  van  is  out  of  order  and 
another  vehicle  is  supplied  to  take  its  place,  has 
the  School  Division,  or  County,  the  same  Property 
Damage  and  Public  Liability  coverage  with  respect 
to  the  second  vehicle  that  it  would  have  had,  had 
the  regular  school  van  been  used? 

YES 

NO 

What  was  the  amount  of  school  van  insurance 
premiums  chargeable  to  19  54  accounts  for  school 
vans  owned  by  the  school  unit? 

$ 

What  amount  did  insurance  companies  pay  to  (or 
on  behalf  of)  the  school  unit  in  settlement  of  claims 
arising  in  19  54? 

$ 

Does  the  Property  Damage  and  Publis  Liability 
coverage  protect  the  School  Division,  or  County, 
in  case  of  claims  arising  out  of: 

a.  Transportation  of  pupils  only  ,  to  and 
from  school? 

YES 

NO 

b.  Transportation  of  pupils  and  others 

(teachers  and  parents)  to  and  from  school? 

'  YES 

NO 

c.  Transportation  of  pupils  and  others 

(teachers  and  parents)  to  and  from  school, 
and  transportation  to  and  from  athletic 
competitions,  school  festivals,  Home  and 
School  Association  meetings,  and  such? 

YES 

NO 

Check  the  school  van  risks  insured  by  the  Division, 
or  County,  with  respect  to  vans  operated  for,  but 
not  owned  by,  the  school  unit. 

PROPERTY  DAMAGE  PUBLIC  LIABILITY: 

Road  Hazard 

Passenger 

Hazard 

What  was  the  amount  of  insurance  premiums 
chargeable  to  19  54  school  accounts  for  the  school 
vans  not  owned  by  the  school  unit? 

$ 
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14.  What  amount  did  insurance  companies  pay  on 
behalf  of  the  school  unit  as  a  result  of  claims 
arising  out  of  the  use  of  school  vans  not  owned 
by  the  school  unit?  $ 


PLAYGROUND  AND  PREMISES  LIABILITY  INSURANCE 
(Protection  against  claims  in  connection  with  the  existence,  use  and  mainten¬ 
ance  of  property,  on  account  of  accident  resulting  in  bodily  injury  to  persons 
not  employed  by  the  insured.  ) 

1 .  Does  the  School  Division,  or  County,  carry  Play 

ground  and  Premises  Liability  Insurance?  YES _ NO _ 

2.  What  are  the  limits  of  the  policy  in  effect?  $ _ 

3.  What  was  the  amount  of  premiums  chargeable  to 

1954  school  accounts?  $ _ 

4.  What  was  the  amount  of  claims  paid  by  insurance 

companies  on  behalf  of  the  school  unit  in  the  last 
ten  years,  1945  to  1954  inclusive? 

YEAR  OF  CLAIM  DAMAGES  PAID 

_ $ _ 

_  $ _ 

5.  As  a  result  of  accident  occurring  to  persons  other 

than  employees,  has  the  school  unit  been  sued,  or 
had  to  pay  damages  not  covered  by  insurance,  in  the 

last  ten  years,  1945  to  1954  inclusive?  YES _ NO _ 

YEAR  OF  SUIT  DAMAGES  PAID 

(Whether  sued  or  not) 

$  _ 


EMPLOYER'S  LIABILITY  COVERAGE 

1.  Does  the  School  Division,  or  County,  carry  special 

coverage  known  as  "Employer's  Liability  and 

Voluntary  Compensation"  to  cover  employees  and 

the  liability  of  the  school  system  to  its  employees?  YES 

2.  If  the  answer  is  "YES"  check  the  groups  covered. 

TEACHERS _  CARETAKERS _ VAN  DRIVERS_ 

SECRETARIES  ALL  EMPLOYEES _ 
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3.  What  amount  of  premiums  were  chargeable  to 

1954  school  accounts?  $ 

4.  What  amount  did  insurance  companies  pay  on 

behalf  of  the  school  unit  due  to  claims  arising 
in  1954?  $ 

5.  What  amount  did  the  school  unit  pay  in  1954 

because  of  lack  of  coverage?  $ 


ACCIDENT  INSURANCE 


1.  Does  the  School  Division,  or  County,  purchase 

Accident  Insurance  which  indemnifies  pupils  for 
injuries  received  while  playing  baseball,  hockey, 
or  while  wrestling  or  tumbling  on  the  school 
premises,  or  for  other  cases  in  which  negligence 

can  be  imputed  to  no  one?  YES  NO 

2.  What  was  the  amount  of  premiums  chargeable  to 

school  accounts  in  1954?  $ 


3.  What  was  the  amount  paid  by  insurance  companies 

as  a  result  of  claims  arising  in  1954?  $ _ 

4.  Has  the  school  unit  had  to  pay  accident  claims  in 

the  last  ten  years,  1945  to  19  54  inclusive?  YES _ NO 


YEAR  OF  CLAIM  AMOUNT  PAID 


$. 

$ 


THEFT,  ROBBERY  OR  PILFERAGE 

1.  Does  the  School  Division,  or  County,  purchase 

Theft,  Robbery,  or  Pilferage  Insurance?  YES _ NO 

2.  What  was  the  amount  of  premiums  chargeable  to 

1954  school  accounts?  $ _ 


3.  What  amount  did  insurance  companies  pay  in 

settlement  of  claims  arising  in  19  54?  $ 

4.  Estimate  the  loss  sustained  by  the  school  unit 

in  1954  due  to  lack  of  coverage.  $ 
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SECRETARY- TREASURER'S  BOND 

1.  What  was  the  amount  of  premium  chargeable  to 

1954  school  accounts?  $ 

2.  If  any  losses  have  occurred  in  the  history  of  the 

School  Division,  or  County,  please  state: 

a.  Amount  of  loss  $ 


b.  Amount  recovered  from 
insurance  companies  $ 


GLASS  INSURANCE 


1.  Does  the  School  Division,  or  County,  carry  Glass 

Insurance  on  its  property? 

2.  What  was  the  amount  of  premiums  chargeable  to 

1954  school  accounts? 

3.  What  was  the  amount  of  loss  in  19  54? 


YES _ NO 

$ _ 

$ 


4.  What  amount  of  loss  in  19  54  was  recovered 
from  insurance  companies? 


$ 


OTHER  INSURANCE  COVERAGE 


If  other  types  of  insurance  coverage  are  purchased  by  the  school  system, 
please  state  the  risk  insured,  the  amount  of  premium  for  1954,  the  amount 
of  loss  occurring  in  1954,  and  the  amount  of  loss  recovered  from  insurance 
companies . 

RISK  INSURED  PREMIUM  LOSS  IN  AMOUNT  RECOVERED 

1954  1954  FROM  INSURANCE  CO. 
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3. 
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SUMMARY 


1.  What  was  the  amount  of  all  insurance  premiums 

chargeable  to  school  accounts  for  1954? 

2.  What  was  the  total  of  all  insurance  claims  paid 

to,  or  on  behalf  of,  the  school  system  in  1954? 

3.  What  was  the  total  cost  of  Operation  of  Schools 

in  your  Division,  or  County,  for  the  year  19  54 
as  reported  in  your  Auditor's  Financial  Statement? 


B29772 


